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The President’s Peace Policy — The Leak Investigation—Exports 
and Prosperity—Prospects for a Spring Rise—The 
Material Stocks—The Rails 


HILE the stock market has been quiet as compared with the long series 
of million share days of last fall, it has not been abnormally dull— 
merely dull by comparison with recent markets. There is still a fair 

degree of participation by the public, m spite of the fact that many hold aloof, 
in the belief that the war prosperity boom has culminated, even though the 
war itself may go on for a time longer. 

The peace activities of the President naturally have the greatest effect on 
those who hold the above belief. Nevertheless, his desire for an assured and 
permanent world peace represents so far little more than a “personal aspiration,” 
as an English observer has put it. The President alone could not, of course, 
commit the United States to the policy of joining in a world league for the 
maintenance of peace. The necessary treaties would have to be passed on by 
the Senate, and the action of that body would be substantially in accord with 
the public sentiment of the country. 

In the meantime, there is no reason to suppose that President Wilson’s 
views are having any effect whatever on the policies of the Allies. Our attitude 
of strict neutrality does not, in fact, justify us in attempting very much meddling. 
The statement of our earnest desire for peace doubtless does no harm but it 
is very questionable whether it can just now do any good. The more probable 
result is that it will have no effect in either direction. 


The Leak Investigation 


HE labors of the Congressional leak committee are probably not a market 

factor in any sense worthy of the name. It is possible that they have had 

a slight influence in restricting outside buying, but if so it has been trifling. The 

investigation quickly assumed a wider phase than merely a hunt for the leak, 
with attention centered, as usual on short selling and its alleged evils. 

It is really surprising to see what an attraction short selling has for the 
Congressional imagination. Every authority of any prominence who has ever 
said anything about short selling at all has come to the conclusion that its gen- 
eral effects are beneficial to the market and to the public. Even the Pujo Com- 
mittee, which apparently started its investigation by laying down the plank 
that all members of the Stock Exchange were to be presumably considered 
thieves until proved to be the contrary, was not able to find any serious fault 
with short selling. 
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The reason of this prejudice is that the uninformed observer always thinks 
there must be some sort of hocus-pocus about a scheme by which a man can 
not only sell stocks which he hasn’t got, but can even deliver them to the buyer 
on the following day. To him that looks very much like creating the stocks 
out of very thin air. 

There is not the same opposition to the sale of wheat, cotton and other 
commodities for future delivery. Formerly we used to hear sarcastic comments 
about “wind wheat,” but the subject is now better understood and people gen- 
erally realize that they are themselves constantly selling things for future de- 
livery on essentially the same principle as that used in the commodity markets. 
But short selling on the Stock Exchange is not so easily understood. It is not 
practised in the same form as in other lines of business—and most people regard 
any kind of a mystery with dislike and suspicion. 

It is very much to be doubted whether the leak inquiry will have important 
results. In any case they are not likely to be results that will affect the level 
of prices for stocks. 

Exports and Prosperity 


UR “favorable balance of trade” of $3,090,000,000 for 1916, deserves more 

than a passing notice, since it has been the real main-spring of our pros- 

perity. Efforts are made from time to time to disprove that assertion, but they 
are not very successful. 

Professor Irving Fisher, for example, has asserted that our war exports, 
enormous as they have been, represent only about one per cent. of our domestic 
trade. He arrives at this estimate of domestic trade from our bank clearings 
and the turn-over of currency. 

But domestic trade in this sense is entirely different from foreign trade. 
Our figures for exports cover only the value of the finished article in the shape 
it goes out for shipment, but our domestic trade—when measured in the above 
way—covers every transfer of any of the materials used for making the finished 
article, from the time they come from old Mother Earth until they finally 
reach the “ultimate consumer.” This includes payments for original materials, 
for labor, for transportation; for all partly manufactured products, which often 
pass through numerous hands; payments to the manufacturer, the jobber, the 
wholesaler and the retailer. 

So far as can be estimated, Professor Fisher's figures are at least ten times 
the value of the articles included in domestic trade when they go into con- 
sumption, or when they have reached that stage in merchandising which would 
correspond most nearly to our merchandise exports. 


Effect of High Prices 


BUT even the above modification does not give us any true estimate of the 

importance of excess of exports to our prosperity. For nearly all these 
exports have been sold at much higher prices than could have been obtained at 
home, so that profits on our foreign trade have been higher than could have 
been conceived in our wildest dreams before the war. 

A big turn-over of business even at ordinary prices brings prosperity in its 
train; but a big business at double, treble, or quadruple ordinary profits, means 
a far greater degree of prosperity. 

Hence when we consider the falling off in our exports which must occur 
after peace is declared we cannot soothe ourselves with the delusion that since 
our foreign trade is only a small fraction of our total domestic trade, we can 
easily get along without it. Our exports will fall off gradually, not precipi- 
tately; and a good deal of domestic business now held back by abnormally high 
— will come forward to fill the gap when prices return to a peace basis. 

ere is no reason to doubt that the United States will prosper after peace 
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comes, in comparison with its ordinary peace business of the past, but it would 
be folly to minimize the very great extent to which our war exports at fancy 
prices are responsible for the present extraordinary profits in nearly every line 
of business. 


Will We Have a Spring Rise? 


‘THERE is doubtless some slight basis for the tradition of a “Spring Rise” 

which comes to the minds of investors and speculators at about this time 
every year. We do nearly always have a minor upward swing of greater or 
less extent some time during the spring—also at some time during the fall, 
winter or summer. Since the market usually has as many as four minor upward 
movements during the year—and often more than four—one of them is pretty 
likely to occur some time in the late winter, spring or early summer. And the 
tradition itself of course helps to bring its own fulfilment. 

In view of the fact that we had a severe liquidation in December and a rela- 
tively quiet market during January, the prospect of a spring rise this year is 
naturally better than if we had had a January boom. 


The “Material’’ Stocks 


THE outlook is best for the “material” stocks—those of the companies manu- 

facturing steel, iron, copper, coal, paper, ete. European belligerents, with 
whom we should include Canada, are getting pretty much independent of us 
in the matter of manufacturing munitions and armament, but they still have 
to draw on us heavily for raw and partly manufactured materials of all kinds. 

It is evident, also, that the “self-contained” companies now have a decided 
advantage. So far as any company produces its own materials, it suffers only 
from the high wage-scale and does not have to pay war profits to some other 
concern. Among the steel companies, for example, some are “self-contained” 
to a much greater degree than others. 


The Railroads 


\V HILE there is a widespread effort to bull the rails, we are inclined to doubt 

whether any great progress is made in that direction at present. The 
railroad stocks would naturajly sympathize in any spring rise which might 
occur, but we believe their movements would be far outstripped by those of 
the class of stocks mentioned above. The roads have too many troubles and 
uncertainties ahead of them to make any great popular speculative appeal just 
now. 

Certainly, these troubles will all be settled in time—wages will be adjusted, 
costs will some time fall, adverse legislation will eventually be tempered. Net 
earnings have probably seen their high water mark for the present, but the 
good roads can continue to earn enough to pay their dividends. In short, there 
is no reason why the permanent investor should be afraid of the rails, but we 
see no special indication of any wide upward movement in them now. 


The Market Prospect 


HE general outlook is encouraging. The technical position is relatively 
strong. It is likely enough that the general average for all stocks will not 
exceed its high point last November, but some issues might easily make a new 
record. As for any immediate prospect of peace, that factor might as well be 
laid aside for the present. 
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Peace Prospects Versus Market Prospects 


How the Peace Talk Has Chilled Wall Street—Reaction from 
the Recent Speculation—Is Another Advance Brewing? 


—The “Raw Materials” 


Issues and Their Mar- 


ket Prospects 


By BARNARD POWERS 





ALL STREET is nothing if not 
“temperamental.” But a short 
time ago, so short that it seems 

almost yesterday, Wall Street had be- 
come fully convinced that the war was 
to last at least a year and probably two 
years longer and the bull market 
roared on its way. Peace seemed so 
far away that it was hardly worth 
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considering. America was to continue to 
profit by the misfortunes of the warring 
nations, stocks must go higher, and then 
again higher. The sky was the limit. 
Experience from the day when the first 
“brokers” met under the buttonwood 
tree in what is now the financial dis- 
trict, has shown that when there is a 
unanimity of opinion in the mind of 
the public in reference to the trend of 
prices there is danger. When the 
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Street is bullish from one end to an- 
other then it is time to consider get- 
ting out ofthe market. For it is on 
such bursts of buying that holders of 
long lines of stocks bought at lower 
levels—the “insiders”—find the breadth 
of market required, to allow them to 
distribute their holdings. 


The Few Wise Ones 


There were a few keen observers in 
the financial district who perceived the 
technical weakness of the market’s po- 
sition long before the German Chan- 
cellor precipitated the situation by his 
now famous peace address. These ob- 
servers reaped large profits on the hel- 
ter-skelter decline and those who had 
listened to their warnings fared com- 
mensurably. The others were caught 
long of the market at or near the top 
and unless shaken out bodily, are now 
holding grimly on in hopes that the 
public will again return and bid prices 
to above former levels. 

Now temperamental Wall Street is 
in the throes of a peace scare, which is 
no less firmly fixed than the former be- 
lief that the war must continue for sev- 
eral years longer. In short, the public 
is over-doing peace just as a month ago 
it overdid war and in all probability is 
wrong now as then. 


Peace Prospects 


As the international situation clari- 
fies, it becomes more and more obvious 
that an early peace is more than un- 
likely at the present time. Of course, 
the matter as to when peace will ac- 
tually come is one of pure speculation 
and one person’s guess is as good as 
another’s. But in view of the bitter 
utterances of the Allies and the equally 
defiant and determined replies of the 
Central Powers, it is logical to con- 
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clude that peace is hardly likely to 
come before another spring and sum- 
mer campaign has run its course. There 
is a unanimity on both sides_ which 
gives the strongest kind of support to 
such a conclusion. 

Contrast the following excerpt from 
the note which Germany sent to the 
neutral powers calling attention to the 
Entente Powers’ so-called refusal to 
enter into peace negotiations. 

“The hostile governments have 
declined to accept this road. Up- 
on them falls the full responsibil- 
ity for the continuation of the 
bloodshed. 

“The four (Teutonic) allied 
Powers, however, will continue to 
struggle in quiet confidence and 
with firm trust in their good right 
until a peace will be gained which 
guarantees to their nations their 
honor, existence, and liberty of de- 
velopment, which to all nations of 
the European continent gives the 
blessing of cooperation in mutual 
respect and under equal rights, in 
common work for the solution of 
the g-eat problems of civilization.” 

and this extract from the speech made 
at Guildhall on January 11 by Premier 
Lloyd-George, in which he said: 

“The German Kaiser a few days 
ago sent a message to his people 
that the Allies had rejected his 
peace offers. He did so in order 
to drug those whom he could no 
longer dragoon. Where are those 
offers? We have asked for them; 
we have never seen them. We were 
not offered terms; we were offered 
a trap baited with fair words. 
They tempted us once, but the lion 
has his eyes open. We have re- 
jected no terms that we have ever 
seen. Of course, it would suit 
them to have peace at the present 
moment on their terms. We all 
want peace; but when we get it it 
must be a real peace.” 

Germany regards the terms stated 
in the Allies note as ridiculous if we 
may believe The New York Tribune’s 
Washington correspondent, who states 
that in pro-Entente circles “nobody 


expects that Germany in her present 
state of mind will even consider” such 
conditions. Further that, “More could 
not be asked if the armies of Great 
Britain and France were pounding at 
the gates of Berlin. Every German in 
the world would fight for ten years 
on bread and water rather than sub- 
mit to the ‘preposterous’ terms sub- 
mitted in the note of the Allies to the 
President.” 

These examples are taken from a 
vast mass of similar statements, all of 
which tend to show that the Allies are 
willing to consider peace only on 
terms which Germany regards at 
wholly out of the question at this time. 


American Business Conditions 


With a continuation of war in pros- 
pect it is pertinent, then to inquire in- 
to the American economic situation. 
Stocks of gold in this country total $2,- 
864,841,000 against $2,312,444,000 a 
year ago. 

Bank clearings have mounted to 
such unprecedented figures that they 
shoot widely over the borders of 
charts constructed to show them in or- 
dinary times, while business failures 
have gone almost as much in the op- 
posite direction. Bank reserves, while 
not at the abnormally high totals wit- 
nessed in 1915 are very much above 
the averages of the last decade, while 
our exports and the tremendous bal- 
ance of trade in favor of this country 
continues to climb. The great busi- 
ness barometers of pig iron production 
and unfilled steel tonnages are at 
record figures, railroad earnings are 
now at record totals and the very con- 
siderable car shortage continues. Com- 
modity and raw materials prices are up 
in the skies—in short the pulse of busi- 
ness throughout the country beats full 
and strong. Only temperamental Wall 
Street shakes with the ague after its 
recent fever. 


About the Munition Stocks 


If peace is not yet and business is 
to continue to boom as now seems 
probable, the situation must sooner or 
later be reflected in security prices. 
Wall Street will cease to be bearishly 
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temperamental and will become bull- 
ishly temperamental. The public will 
surge in as usual at, or near the top 
of the rise which careful observers 
foresee will follow the present period 
of accumulation. What securities are 
likely to participate to the greatest ex- 
tent in such a rise? 
The Munition Stocks? 


In considering the market in rela- 
tion to war, the war stocks naturally 
suggest themselves among the first. 
But there has been a marked change 
in the munition situation. 

The statement of Sir Thomas White, 
Minister of Finance for Canada, who 
recently announced that in 1917 Can- 
ada will have munition business total- 
ing $500,000,000, shows where the 
“outside” business of the Allies is to 
be placed in the future. Sir Thomas’ 
statement is given in more amplified 
form in our Expert Opinions pages. 


The Railroads? 


One of the fallacies which has long 
obsessed a certain portion of Wall 
Street is that because the industrials 
have shown great advances that the 
rails are “due for a move.” They point 
out that earnings are the largest ever, 
that there is a car shortage, traffic con- 
gestion of unprecedented extent, etc., 
etc. These persons do not take into 
consideration the changed conditions 


which now prevail. They are still liv- ~ 


ing and thinking in the period of a 
decade ago when rails were market 
leaders—when E. H. Harriman was at 
the zenith of his abilities and power 
and before the heavy hands of regula- 
tion and labor had been laid upon the 
railroads. In those days the rails 
climbed and the industrials lagged, 
now it is the reverse. And there ap- 
pears to be no likelihood, in the im- 
mediate future, at least of the rails re- 
gaining their lost market leadership. 
Earnings may continue to mount, in 
which event of course the railroad 
stocks are bound to show improve- 
ment, but there can be no big, broad 
upswing in this class of securities com- 
parable to the “rails boom” of 1905-6, 
until the fundamental checks to rail- 


road growth, and the uncertainties in 
the railroad situation are remedied. 


The Raw Material Companies 


The securities which seem most 
likely to be among the leaders in the 
next upward swing of the market are 
those which produce raw materials. 
Europe may adjust itself economically 
to the war demands, but, no matter 
how efficient she may become in the 
handling of raw materials it will be the 
United States which must continue to 
a large degree to supply those raw ma- 
terials. No one can take our place as 
the producer of more than 50 per cent. 
of the world’s copper, to say nothing 
of pig iron and steel. Great Britain 
has purchased $125,000,000 worth of 
copper for delivery in the first half of 
the current year and it will not be long, 
if the war continues, before require- 
ments for the last half of the year will 
have to be met. 

Another class of securities which are 
attractive at the present time are the 
equipment stocks. As is known, the 
railroads have been holding off in the 
matter of purchasing equipment for a 
long time, but at length have arrived 
at the point where equipment needs 
must be provided for. The large earn- 
ings of the roads place them in a po- 
sition where they can make their equip- 
ment purchases without financial stress. 


Wall Street Gaining Courage 


Temperamental Wall Street is get- 
ting braver. Peace talk still fills the 
air, but prospects of an early peace 
are becoming less and less. We should 
not be surprised if, within the next few 
months, the public will have almost en- 
tirely forgotten its peace ague of re- 
cent date and will become as brave as 
it is timid now. Meanwhile, there are 
indications of quiet accumulation of 
stocks by the mysterious “they” who 
exert such an important influence on 
the destinies of the market. Barring 
a sudden crystallization of peace pro- 
posals which seems exceedingly un- 
likely, the prospects are for an advance 
in security prices with the outlook 
favoring most the so-called “raw mate- 
rials” issues. 














A “One Woman” Railroad 


Hetty Green’s Bad Investment — Texas Central Railway and 
Its Troubles — What the Property Cost Mrs. Green 
and the Loss She Sustained 





By JOHN H. WESTCOTT 





NE often hears of a “one man” 
Q property, or of a “one man” 
railroad, but seldom of a “one 
woman” railroad. I will tell you of a 
“one woman” railroad, the Texas Mid- 
land, and the one woman is Mrs. Hetty 
Green, or was for twenty-five years or 
more prior to her recent death. 
Mrs. Hetty Green was known the 
country over as being one of the 
wealthiest women in the land, and one 


HETTY GREEN’S LATEST PICTURE 


of the shrewdest as well. Her eccen- 
tricities have been exploited broadcast. 
She became public property so to 
speak; she was called a miser, a 
Scrooge, a Jew; in short, any name that 
could be found to typify unrelenting 
hardness in money matters. She per- 
sonally managed her enormous riches 
and built up for herself a reputation of 
being an extremely able business woman ; 
‘ woman who never made mistakes in 
judgment in business matters and whose 
investments always turned out profit- 
ibly. Here is one, however, that does 
not belong in this class, 


Early History of Texas Central 


Back in 1891 the Texas Central Rail- 
way Company got into trouble and could 
not pay the interest on its bonds and 
the property was sold under foreclosure 
to a committee acting on behalf of that 
company. Mrs. Green at that time 
owned a considerable number of these 
bonds. Previous to 1891 the Texas Cen- 
tral Railway Company had constructed 
a line from Garrett to Roberts. This 
line was 52 miles long and was not con- 
nected with the main line of the Texas 
Central. It was commonly known as the 
Northeastern Branch. After the fore- 
closure sale had been made, an agree- 
ment with the other bondholders was 
entered into by which Mrs. Green ex- 
changed her Texas Central bonds for 
this Northeastern Branch. The Texas 
Midland Railroad was then organized 
by Mrs. Green for the purpose of taking 
over, extending and operating her newly 
acquired 52 mile road. She then con- 
veyed her title in it direct to the rail- 
road, and since that time, 1891, till her 
death, has been the owner of the Texas 
Midland Railroad, and has furnished all 
the money for its subsequent develop- 
ment. 


Building the Property 


It is not known what Mrs. Green 
paid for the bonds that she exchanged 
for the Midland Railroad or how she 
came to have them at all. She probably 
thought they were good bonds when she 
bought them, and she probably thought, 
too, that the Northeastern branch would 
be better property for her to own than 
these bonds, and so she made the ex- 
change, even up. She knew very well 
that the Northeastern Branch, even dig- 
nified by its new name of Texas Mid- 
land, would never take care of itself 
without efficient nursing (it never had 
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before), so she set about to nurse it. By 
1896 she had added to its mileage by 
building extensions and branches to 
Eunis, to Greenville and to Paris, all in 
Texas, so that her line was then, as it 
is now, 113 miles in length. She also 
bought and paid for a large amount of 
equipment. She made operating agree- 
ments with other nearby lines so that 
her total line operated is 125 miles. In 
1895 the Texas Railroad Commission 
made a valuation of the Midland prop- 
erty, and established a value of $2,112,- 
000 thereon. In order to conform with 
Texas railroad laws, the entire scheme 
of capitalization had then to be recast, 
which resulted in the following securi- 
ties being issued to Mrs. Green by the 
company, (old securities being coinci- 
dently cancelled). 
Capital stock $112,000 

4 per cent. First 
Mortgage Bonds.. 2,000,000 


$2,112,000 


At this time and by this transaction the 
indebtedness of the Midland to Mrs. 
Green was cancelled except for the 
amount of $500,000 which is still out- 
standing and which constitutes a de- 
ferred liability in that amount, and is 
really a part of the capitalization of the 
company. 


Valuation of the Property 


The accountants of the Interstate 
Commerce Commission, Department of 
Valuations, have recently made a report 
on the Midland road. From this report 
it appears that between 1891 and 1914 
the actual cash payments into the treas- 
ury of this company by Mrs. Green, in 
consideration for the stocks and bonds 
referred to, amount to $1,794,130.69. 
The company has never paid any inter- 
est on its common stock, nor on the 
$500,000 deferred lien that went to Mrs. 
Green in the recast. In the twenty-two 
years of its operation under Mrs. Green’s 
direction it has paid interest on its bonds 
in the total amount of $334,596.26, or at 
the rate of $15,209 per year. This rep- 


resents less than 1 per cent. (.0085) on 
the money Mrs. Green invested in the 
property, and for which she toiled and 
figured and worried for twenty-five years. 
The accountants’ figures say, for the 
twenty-two years under observation, that 
the account of “interest on funded debt” 
amounts to $1,148,949. If Mrs. Green 
never received but $334,596 in interest, 
the road must owe her on this account 
$814,353 in accrued interest, to say noth- 
ing of the interest on the $500,000 de- 
ferred lien. Under the law, when bonds 
are in default on their interest, the bond- 
holders can foreclose and take the prop- 
erty: but the estate of Mrs. Green al- 
ready owns the property, lock, stock and 
barrel, or in other words, stock, bonds 
and deferred liens, so the only remedy 
is, and has been for years, to grin and 
bear it; to struggle and economize, and 
contrive in order to minimize the annual 
loss. This is what Mrs. Green did 
for years—and she did not make any 
fuss about it either. She made a bad in- 
vestment twenty-five years ago, but she 
never complained. It is not on record, 
however, that she ever bought any more 
railroad bonds except of the seasoned 
Stock Exchange variety. 


Offered to Build Cotton Mills 


It is said of Mrs. Green that during 
the industrial depression at New Bed- 
ford (her home city) she was appealed 
to for funds to assist the needy opera- 
tives that were out of employment. 
This, she declined to do, but instead, 
offered to build cotton mills and to 
operate them at a loss if need be, in 
order to give employment to the needy. 
It is not on record, however, whether 
or-not this was done. 

It is just possible that Mrs. Green 
may have had charitable motives for 
keeping the Midland in operation for so 
many losing years. No doubt there 
were needy and deserving people in 
Texas that have been so employed by 
her. It is just possible too that there 
are laws in Texas that prohibit the 
abandonment of a railroad, once it is 
put in operation. 
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kxpert Opinions 


About Financial, Investment and Business Conditions 





“Railroads Making 
Fair Returns”—R. S. Lovett 


Judge R. S. Lovett, President of the 
Union Pacific Railroad, when in Austin, 
Texas, said: 

“Railroads over the country are making fair 
returns on their investment, especially last 
year. However, that was an abnormal year. 
Everybody wanting to ship at once and the ab- 
sence of ocean shipping has created a little 
discomfort over the country on account of a 
car shortage. 

“On my own lines I am looking for 
better business from now on because of the 
Federal farm loan law. The establishment of 
these banks and the use of the money by farm- 
ers is going to result in a great development 
of idle lands, and agriculture always goes good 
with railroad business.” 


Protecting the 
“Lamb”—Otto Kahn 


Protection of the Wall Street lamb 
through the operation of an “anti-fleece” 
law is Otto H. Kahn’s proposed solu- 
tion of the greatest objection to stock 
speculation. He offered it for the con- 
sideration of his colleagues in the Stock 
Exchange at a dinner of the Stock Ex- 
change Partners’ Association at the 
Hotel Astor. 

Just as the user of nostrums is pro- 
tected from fraud and poison by the 
Pure Food and Drug act, so would Mr. 
Kahn save the uninformed speculator 
trom the wiles of unscrupulous brokers. 


“The ptoposed “anti-fleece” law would make 
it illegal to sell any industrial security unless 
accompanied by a prospectus setting forth 
every detail of the company’s affairs, this 
document to bear the signatures of the persons 
to be held responsible by law for any wilful 
misstatement_or omission. > aa) 

Like the Kansas ‘blue-sky law,’ this bill 
would make impossible the operations of pro- 
moters whose promises are ‘as limitless as 
the blue sky’ and about as tangible. It 
would prevent the fitting up of luxurious 
offices and printing of gold embossed stock for 
‘ompanies that have no other valuables than 
office furniture and pretty stock certificates. 

“Such a law would be analogous in its pur- 
pose and function to the pure food law, and 
iny, let us call it, ‘anti-fleecing’ law would 

vershoot the mark if it went beyond that 
purpose and function.” 


“Put New Capital 
to Work”—Sam’l McRoberts 


Samuel McRoberts, vice president of 
the National City Bank, is one of those 
bankers who believes that the United 
States can gain a permanent benefit out 
of the European upset only by planning 
and work. He would have investors 
establish safeguards against the sudden 
withdrawal of foreign gold from this 
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centre by the purchase of foreign securi- 
ties. 

“If we are ambitious simply to hold the new 
capital derived from the war we can expect to 
do so only by putting it to productive use,” 
says Mr. McRoberts. 

“The parable of the talents is good financial 
doctrine today, and we cannot devise a nap- 
kin with which to hold the gold. We can 
expect to keep it only by immediately putting 
it to active use and incorporating it into the 
commercial capital of the world’s business. 
The conclusion seems inevitable that the out- 
let for our surplus capital must be in foreign 
investments, and that the protection of our 
domestic economic situation demands this. 
Investment of capital in foreign Government 
securities jn sufficient volume will protect our 
gold supply against the immediate effects of 
the inevitable reaction after the war, and at 
the same time will prevent an inflation of bank 
credits at home. 


(587) 











588 


THE MAGAZINE OF WALL STREET 





“Freight Congestion 
Will Continue”—A. H. Smith 


Relief from freight congestion on the 
railroads of this country cannot be ex- 
pected until the end of the war, presi- 
dents of a number of trunk lines asserted 
in statements sent to the convention of 
the American Druggists’ Syndicate, in 
session recently at Long Island City. 
Conditions precipitated by the war have 
caused the railroads to be called upon 
to perform a service in many instances 
40 per cent. in excess of the preceding 
year, according to one of the railroad 
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executives, and the roads did not have 
the reserve for such a condition. 


A. H. Smith, President of the New York 
Central, asserted that the Interstate Commerce 
Commission and State Commissions, “many 
of which,” he said, “took no general view of 
the transportation problem as a whole,” em- 
barrassed the operations of the railroads. He 
advocated the establishment of a _ national 
commission “as broad as the nation itself, with 
all the ramifications and powers possessed by 
the Federal Court, the present Interstate and 
State Commissions, under one central au- 
thority.” 


Canada’s $500,000,000 
New Munition Orders 


That Canada will have a munitions 


business during 1917 of $500,000,000 if 
her people will respond to the call for 
national service and give to the extent 
of their powers, was the statement made 
by Sir Thomas White, Minister of 
Finance, recently. 


“The distribution of this money,” said Sir 
Thomas, “would mean a continuance of favor- 
able business conditions which in turn will 
support the Dominion’s credit in her financng 
for war purchases. All the money distributed 
from time to time by the expenditure should, 
through saving, be made available for fresh 
credits on the strength of which new orders 
will be placed. 

“Canada,” concluded the minister, “can pro- 
cure all the business which she can finance 
and shells are what Great Britain needs more 
than anything else.” 

According to the estimates of The Monetary 
Times, compiled largely from official sources 
and printed in these columns last week, 
Canada has received $1,095,000,000 war orders 
of which $600,000,000 is represented by muni- 
tions orders since the outbreak of war to the 
end of 1916. Sir Thomas White now says 
that the Dominion will get $500,000,000 of such 
orders in one year—1917—if they can be 
financed here. 

Speaking at Toronto, Sir Thomas said 
“Finance will play a great part, will probably 
be the decisive factor, in winning this war, 
and the foundation of national finance must hx 
national savings and national credit. Credit 
is everything to a belligerent nation. Bearing 
in mind that finance is likely to be a decisive 
factor in the war and that national savings 
and national credit are the foundation of 
national finance, I am going to ask you to 
follow me in a plea for greater national sav- 
ings.’ 


Big Tobacco 
Year Ahead 


The costs of all materials used in 

tobacco manufacturing have advanced 
greatly during 1916, particularly the price 
of the leaf itself, which will undoubted- 
ly reduce net earnings, says R. J. Rey- 
nolds, president of the R. J. Reynolds 
Tobacco Co. 
_ “However, if the present level of prosperit: 
is maintained, I believe tobacco manufacturers 
can look forward to an increased volume of 
business. 

“If, on the other hand, the consumption 
should not be greatly increased, tobacco 
manufacturers would probably enjoy less tha 
an average success. 

“I feel very optimistic over prospects for 
1917, and do not anticipate any slump in th« 
present prosperous general business con- 
ditions.” 
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Schwab Becomes 
An Author 


Charles M. Schwab has written a 
book. It is called “Succeeding With 
What You Have,” and it has just been 
printed by the Century Company. In 
his work Mr. Schwab discredits the 
theory that genius is responsible for the 
outstanding successes in American busi- 
ness today. 

“These men, I am convinced,” Mr. Schwab 
says of them, “are not ‘natural prodigies. 
They won out by using normal brains to think 
beyond their manifest daily duty.” ea 

American industry, he says, is* “spilling 
over” with the men who started even with the 
present leaders. He says that there is not a 
man in power at the Bethlehem steel plant 
who did not begin at the bottom and work 
his way up. p ; : 

“The man who fails to give fair service 
during the hours for which he is paid is dis- 
honest. The man who is not willing to give 
more than this is foolish. : 

“In the modern business world ‘pull’ is 
losing its power. ‘Soft snaps’ have been 
sponged off the slate. The President’s son 
starts at scratch. Achievement is the only 
test.” 


John N. Willys 
Is Optimistic 


“Only optimism suggests itself to me in the 
1917 business outlook,” writes John N. Willys, 
president of the Willys-Overland Co., in the 
N. Y. American Financial Annual. “There 
are some disturbing factors, but I think their 
importance has been greatly exaggerated. 

“All the doubts centre about the ending of 
the war in Europe. It has been pointed out 
that the stopping of war orders will throw 
on the hands of manufacturers all the cost of 
greatly expanded plants for which they will 
have no profitable employment. An excess of 
material purchased at war prices and a glut 
in the labor market form part of the same 
doleful prediction. 

“I cannot see the warrant for this viewpoint. 

“Most of the possibilities following the end- 
ing of the war have largely been discounted. 

“Our financiers have been given close at- 
tention to the subject and are ready with the 
remedies. ‘Our manufacturers have known 
for two years that their immense war business 
was only a month-to-month proposition, and 
have made their plans accordingly. There- 
fore they have been planning to apply their 
plants to_other kinds of manufacture just as 
soon as the war comes to an end. 

“| happen to know of one great plant that 
will be turned over to making the kinds of 
dyes that formerly were imported from Ger- 
mat These plans are on the largest scale 
and will involve the employment of all the 
men who have been making war munitions.” 


England’s Sacrifice 
of U. S. Securities 


Sir Felix Schuster, speaking at the 
annual meeting of the Union of London 
and Smiths Bank, Ltd., of which he is 
the governor, discussed the British 
financial situation. Regarding opera- 
tions in the United States Sir Felix 
said: 

“In additions to loans a great many Ameri- 
can securities have been sold. It has been 
estimated that $1,750,000,000 of American se- 
curities have been. sold, but it is impossible to 
speak with certainty of the figures, which, 
however, are very large. It must be remem- 
bered we are financing not only our own but 
our allies’ requirements and that the whole 
burden falls on our exchange. 

“After the war all efforts must be directed 
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to developing our industries to enable them 
to compete successfully in all markets of the 
world. Our economic position will be assisted 
by loans which we are now making to the 
Allies, and these will, in a great measure, take 
the place of the foreign securities sold and 
should in a short time enable us to redeem 
the foreign indebtedness incurred.” 


U. S. Leads 
World in Commerce 


The United States has taken the lead 
as the world’s greatest buyer and seller. 
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final statistics of last year’s foreign 
commerce announced by the Department 
of Commerce showing the new world 
trade record as $7,873,000,000. Decem- 
ber’s exports amounted to $521,000,000, 
the largest month on record. Indica- 
tions are that 1917 might even surpass 
the enormous foreign business of last 


year. 

The nation’s exports in 1916 reached a total 
of $5,481,000,000, which was far and away 
a new high record. Compared with 1915, the 
value of goods sent out of the country showed 
a gain of $1,926,000,000, while the increase 
over 1913 was $2,997,000,000. The import 
trade of $2,392,000,000 was particularly em- 
phasized by the fact that it exceeded the 
previous high record, set in 1912, by $574,000,- 
000, and surpassed the returns of 1915 by 
$613,000,000. 

The balance of trade was $3,089,000,000 in 
favor of the United States, compared with 
$1,776,000,000 in 1915. 

War munitions exports from the United 
States to the European Allies since the war 
began have approached a billion dollars in 
value. Figures compiled today show that the 
heaviest month’s shipments of war supplies 
went forward in November, when the total 
was more than $80,000,000. 

In the two years and a half of the war this 
country has shipped cartridges valued at $85,- 

000, gunpowder valued at $350,000,000, 
other explosives, $475,000,000, and firearms 
$60,000,000. 


“Prosperity Is 
Certain”—C. A. Whelan 


Charles A. Whelan, President United 
Cigar Stores Compafiy of America, says: 
“So many unsolved problems of com- 
mercial and industrial processes are in 
front of us, growing out of the war and 
its possible end at any moment, that it 
might be dangerous to venture an opin- 
ion in regard to business in 1917 were I 
not, for one, sure we had laid very solid 
foundations for continued prosperity. 

“Problems, and very serious ones there are, 
but in all the able discussions of what is 
going to happen I confess I see nothing likely 
to upset our fundamental conditions, at least 
for a long time. 

A country that during such a period of 
world distress can succor the world, as we 
have done by a wonderful development of our 
productive energies, will stand whatever strain 
comes after the belligerents lay down arms 
and begin their rehabilitation. We will have 


our friendly as well as our profitable part in 


that, too. 

I believe we have looked ahead far enough, 
and will be in readiness to assume all the 
necessary readjustments. 


I find business men 


alive to that kind of preparedness. Therein 
is our best assurance of a continuance of good 
times.” 


Brisbane Warns 


Stocks in this country are going off 
50 per cent. at the close of the war, 
Arthur Brisbane said prominent men had 
told him, in a speech which he made be- 
fore the newspaper section of the Ad- 
vertising Club, of New York City. Mr. 
Brisbane spoke on “Co-operation Among 
Newspapers.” 

“After the war,” he said, “many of the 
companies won’t be able to pay dividends un- 
less they“pet a tariff. But I have been warned 
that if all the newspapers told the truth about 
the situation a panic would be started. ; 

“New securities in the United States of 
1,200 out of 350,000 companies represent $3,- 
752,000,000. The Governments of Europe have 
issued $70,000,000,000 in bonds. Bethmann 
Hollweg’s speech took the big financial men by 
surprise, and then came Wilson’s peace note, 
which astounded them because he had vio- 
lated all traditions by sending it first to the 
European powers before it was sent to Wall 
Street.” 

“Our Problem of 
Production”—J. A. Farrell 


In an address on “The Future of For- 
eign Trade,” delivered at the banquet of 
the Fourth National Trade Convention 
at Pitsburgh, James A. Farrell, chairman 
of the National Foreign Trade Council 
and president of the United States Steel 
Corporation, said, in part: 

“When the period of hectic industrial activ- 
ity, of inflated prices and payrolls of unheard- 
of amount comes to an end with the conclu- 
sion of peace, we shall have to reckon with 
conditions in Europe imperatively demanding 
the speedy resumption there of a foreign trade 
which experience has shown to be inseparable 
from domestic prosperity. Though hampered 
by the tragical reductiori of man-power the 
advent of women into the ranks of the work- 
ers in machine shops, the gain in efficiency from 
the wider and freer use of automatic tools 
and the intensive co-operation both in produc- 
tion and distribution which will be universal, 
instead of partial in its application, all these 
will go far to reinforce the reduced vigor of 
European competition in the markets of the 
world. 

“With us, entry into foreign trade is no 
longer a matter of choice. The distinction 
between domestic and foreign commerce is 
rapidly disappearing. No enterprise large 
enough to be called national can be clipped 
short at the boundaries of the republic. 

“At present, our most pressing problem is 
how to produce quickly enough to satisfy the 
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demands of export trade. After the war, the 
financial aspect of the task will come into the 
foreground, and the huge requirements of the 
necessary loans and credits will provide a new 
chapter in our national experience. 

“But it is certain that on the readiness with 
which these requirements are met depend the 
future of our foreign trade, and consequently 
the prosperity of domestic industry. In sober 
truth, the motto of this convention, ‘Great 
Prosperity through Greater Foreign Trade,’ 
might with entire correctness, be made to read: 
‘No Enduring Prosperity Without Foreign 
Trade.’” 


With the 
Financial Observers 


J. S. Bache & Co—Money is cheap and 
prices of securities, especially stocks, are com- 
paratively low. In normal times such a com- 
bination works for higher prices. It may and 
probably will, under present circumstances, 
eventually. The disturbing uncertainty of in- 
ternational happenings keeps the combination 
from working out at once. : . 

Meantime, investment money is accumulating 
all over the United States. It finds some vent 
in the bond market. This money is accumu- 
lating not only in the hands of the public that 
lost large amounts in the peace drop, but in 
many other hands. Slowly these people will 
realize the opportunity in the market. In the 
meantime dullness, which is natural at this 
season may run its usual course, or the mar- 
ket may be jogged out of its rut by unusual 
happenings. 

The First National Bank of Boston.— 
This year’s crop of financial statements 
show in the main large, and in many instances 
startling profits, but with greatly expanded 
merchandise accounts and payables, due to ex- 
tremely high material and labor costs. This 
abnormal level is well-nigh universally ap- 
preciated, however, and abnormal reserves of 
one kind or another against future shrinkage 
are a conspicuous feature of year-end balance 
sheets. The railroad situation is acute, block- 
ing the intake by factories and mills of raw 
materials and choking the shipment of finished 
goods. While domestic buying of steel seems 
for the moment slightly less active, the de- 
mand is tremendous and the industry over-sold 
for many months ahead. The rumors that 
munition orders are being cancelled and di- 
verted seem to have had little foundation in 
fact. Railroad buying, especially of cars, con- 
tinues heavy, and foreign demand for railroad 
equipment is particularly strong. While busi- 
ness men recognize the hazards of the pres- 
ent situation, more and more opinion is grow- 
ing that, despite its frightfulness, the war 1s 
after all a normal war and that as in the past, 
active business is likely to continue both dur- 
ing and for several years after its termination. 

Knauth, Nachod & Kuhne.—A significant 
sign of the times has been the record deposits 
made with some of the largest New York City 
savings banks during the first ten days of 
January. Deposits made in this period draw 


interest from the first of the month and for 
that reason the volume may be taken as a fair 
barometer of prevailing conditions. Some of 
the most important banks reported the largest 
aggregate deposits ever received, while others 
report in addition to heavy deposits the largest 
number of new accounts ever received in this 
period. These reports show that, notwith- 
standing the high cost of living, the increase 
in wages paid has been sufficient to permit 
savings depositors to lay by more money than 
usual. 


Henry Clews & Co.— Our security mar- 
kets are now adjusting themselves to a new 
situation. The strictly war industrials have 
partially but not entirely recovered from the 
reaction precipitated in December by opening 
of peace negotiations. These shares are now 
being handled with caution by speculators and 
investors alike, since it is recognized that the 
furore therein was overdone. Another class 
of industrials, which benefited from but was 
not dependent upon war orders, has enjoyed 
more marked recovery. This was especially 
true of some of the steel shares. For these it 
is well understood that peace will not mean 
cessation of prosperity. On the contrary, 
what is lost in abnormal war orders will prob- 
ably be largly offset by peace orders for re- 
construction work abroad. 


Sheldon, Morgan & Co.—It must be re- 
membered, however, that peace is coming some 
time, and with it tremendous readjustment. 
The decline in December has done much to 
pave the way for this readjustment. Technical 
conditions and values have been put in a more 
orderly state, and it is probable that they are 
in far better condition to meet future peace 
shocks than they were last month. 

The cleaning out of the speculative house 
will make for a more orderly market in the 
future. Prices have settled to or near to the 
levels of values, and there will be more in- 
telligent speculative grounds upon which to 
work. 

While it is the expectation that the market 
will continue to move within comparatively 
narrow limits for some time, our inclination is 
more bullish than it has been in some weeks. 
We still recommend care in the selection of 
inyestments, while taking a more optimistic 
view of the future. 


Keane, Zayas & Potts.—The war appar- 
ently is entering upon its final and most bitter 
stage, the stage of desperation, and it is prob- 
able therefore that from this source the mar- 
ket will receive the new impulse for which it 


seems to be waiting. If it shall appear that in 
the carrying out of this new U-Boat campaign 
Germany has broken her promise to the United 
States, then we would, as Secretary Lansing 
has phrased it, be drawn to the “Verge of 
War,” and market values would shrink. 

Pending development of this alleged new 
policy it is hardly to be expected that activity 
in the stock department will be on a scale 
comparable with that of the closing months of 
1916. 
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Clumsiness and Inadequacy of Present System of Handling 
Banking and Speculative Business—Better Service Re- 
quired—Some Suggested Reforms—A Constructive 
Criticism of the Present System 





D URING the last few weeks of 
December, 1916, the machinery 

of Wall Street which pertained 
to the speculative and banking section, 
was so badly clogged that the human 
element, which turned the wheels, was 
about exhausted. It is true that chaos, 
such as existed during November and 
December, 1915, was not as pronounced 
in 1916, but this is because the clerical 
departments were better organized. 
There have been periods of five or six 
days at a time when certain clerks 
worked eighteen to twenty hours a day. 
Some times one could find offices where 
the clerks had spent the entire night 
and started in the next day’s business 
after a hurried breakfast. 


“After the Battle” 


The larger wire houses presented the 
appearance of gambling hells in the 
morning, just before the cards and 
chips had been swept away by the at- 
tendants. From a booking viewpoint 
very few brokerage firms had any con- 
ception-of just how they “stood,” and 
it was a fortunate firm whose clerks 
kept them up-to-date. One evidence of 
the hurried and ineffective condition 
was the presentation of stock certi- 
ficates to be marked and the dividends 
claimed. This signified that the own- 
ers, or brokerage owners, had not had 
time or opportunity to protect them- 
selves. The telephone centrals of the Rec- 
tor and Broad exchanges will vouch for 
the fact that it was not unusual for one 
firm to call another at 2 A. M. to an- 
nounce that a difference had been dis- 
covered. 

During the last year the banks, which 
make it possible for speculative firms to 
do business, have been concentrating on 
commercial business to the detriment 





By ROBERT L. SMITLEY 


of Stock Exchange business. Accom- 
modation, such as was once offered, is 
a thing of the past. Overcertification, 
the backbone of the daily system of 
clearance, is more difficult to get than 
ever before. There are only a few 
banks which extend this sought for 
favor in Wall Street today. There was 
one time when a bank like the National 
City Bank was a paradise for Wall 
Street Stock Exchange firms. Today 
the National City diverts its favors to 
actual commercial transactions. There 
was a time when no objection was made 
by the banks, when deposits, to clean 
up debits for the day, reached them at 
6 or 7 P. M., but today deposits must 
pour in steadily or accommodation will 
be refused. 

Ten years ago the demand collateral 
loan was a sought for investment and 
when prominent manipulators controlled 
the deposits of banks, these deposits 
were used to loan on some “pets” of the 
manipulators. All this has ceased. No 
such condition now exists. The demand 
or time collateral loans are scrutinized 
with exceptional care and the banks 
would much rather loan on commercial 
paper to advance a legitimate business 
enterprise. And there was a time when 
a bank might loan what it pleased to 
anyone firm on these loans. The law 
prevents this and a large borrowing 
firm is in all likelihood borrowing from 
sixty institutions instead of ten. ‘This 
increases the clerical labor 600 per cent. 
There is not the slightest doubt that the 
banks shut down on the recent over- 
speculation. 

The meeting of the large wire house 
heads at a prominent club, as announced 
in the newspapers, was simply an out- 
come of the banks’ refusal to finance the 
public’s market in stocks. 
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Clerical Wall Street knows of recent 
meetings of heads of Clearing House 
departments in brokerage firms; knows 
of new systems installed in the stock 
exchange clearing house to handle the 
tremendous transactions; talks over the 
altercations between cashiers who were 
unable to get certified checks for their 
deliveries of stock, and reads in the 
newspapers about big bonuses and new 
profit sharing plans. All these factors 
tend to prove that the business of the 
last few months cannot be properly 
digested. 
public, which creates this business, has 
demanded better service. Magazines 
like the MacaziIngE oF WALL STREET 
have educated the speculative public to 
the real status of their privileges. Cus- 
tomers demand that paid for securities 
be transferred to their names or actual 
delivery made at once; they demand 
that reorganization plans be written in 
understandable language, or if they are 
not, that their broker interpret the legal 
phraseology, and they demand decent 
execution of orders which this congested 
market has made next to impossible, so 
that the broker has found his error ac- 
count doing as large a business as the 
total of his customers. 

The Human Element 

The machinery of the brokers’ office 
in the last analysis reaches the human 
element. Electrical devices, typewriting 
machines which add, subtract and multi- 
ply, figure interest and make copies for 
every department are theoretically won- 
derful but actually most impracticable. 
The firms which pay a real salary for 
the work done by their human machin- 
ery are really very few. The so-called 
bonus and profit sharing plans are in- 
stalled to protect the broker, for when 
times become dull again employees must 
be dismissed, salaries reduced to a pro- 
portionate consideration with business 
done, and they who have received the 
bonus are worse off than before. In 
plain words, the brokerage business as 
it is conducted today is carried on with 
make-shift machinery and there is no 
stability. This condition steps from 
clerk to partner to firm and then to cus- 
tomer. 


In addition to all this the , 


Speculation Will Continue 

So long as there is industrial advance- 
ment, so long as the country offers new 
opportunities, there will be speculation. 
Speculation is the basis for all advance. 
It is the taking of a chance in life that 
marks the progressive from the smug 
and satisfied. There has always been 
speculation, and so long as the world 
exists there will be speculation. Some- 
times a sudden upheaval such as the 
South Sea Bubble, the Mississippi Bub- 
ble, the English Rubber Bubble, or the 
Hocking Coal & Iron, or recent War 
Bubbles teach the public a lesson. Then 
comes legislation, reform and a wave 
of public disapprobation. It does not 
last long. A new public enters the field. 
Possibly the machinery is better at each 
successive stage, but just now it must 
be made better, if real speculation is 
to continue. All appreciate that condi- 
tions would not permit Uncle Dan 
Drew and his crew to wreck Erie as 
they did, nor would today’s conditions 
permit the Vanderbilts to bull old Har- 
lem to the skies again, but there does 
exist a condition today which interferes 
with the natural course of prices. This 
condition is brought about by the failure 
of the banking and brokerage machinery 
to meet a real situation. 


Settlement Days 


The writer foresees the day, not far 
distant, when this country will have 
periodical settlement days much the 
same as the English system. It must 
conform to our peculiar requirements, 
no doubt, but it can be worked out by 
evolutionary methods which will sweep 
away the chaotic, mediaeval methods 
which we now practice. The natural 
argument of the non-progressive will be 
that the periodical settlement day will 
call forth wild speculation, will cause 
the wreck of many firms, and lead to 
wild cat schemes of the bucket shop 
type. This all may happen at first, but 
after the final adjustment, laws and 
rules will be made which will react 
against the continuance of an orgy of 
this kind. Margin trading will have 
to be reduced to a better basis. In the 
days to come twenty-five point margins 
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will be low ones and nothing will be 
considered under 50 per cent. deposits 
by customers. Brokerage firms will 
scrutinize new issues of stock and use 
their influence to prevent trading in 
what can easily be known as worthless, 
or, if the customer must buy, he will 
be made to pay in full for his “cats 
and dogs.” ‘The number of employees 
will be reduced to one-half what it is 
today, and the employees will be perma- 
nent ones of ability with an interest in 
the business. Advertising will be taken 
up and used extensively by financial in- 
stitutions, and the advertising will be 
classed with the commercial advertising 
of the day. The comparison is pitiful 
today. Interest rates will not vary 
under ordinary conditions and there will 
be a stability to the business which does 
not exist. 
Some Practical Suggestions 

A basic suggestion for the settlement 

feature is akin to the system now in 


vogue regarding margins on future 
contracts as worked out by the New 
York Cotton Exchange Clearing House. 
Settlement day in England is always a 
period of nervousness because the con- 
tracts extend over two weeks and the 
failure of one firm falls heavily upon 


the rest. The clearances by the New 
York Stock Exchange Clearing House 
could be extended to cover more ground. 
These daily clearances could be cared 
for as they are today and each day’s 
balances delivered to the broker. How- 
ever, the broker would not pay for His 
balances nor deliver them, but any two 
point change in the market price would 
give him the privilege of marking up or 
down, much as he now does on stock 
loans. Every evening, until settlement 
day, exchanges of tickets for the bal- 
ances should be made along with new 
purchases or sales, and a clearing house 
. difference check or draft, mark all stocks 
at the market price of closing. This 
could be continued daily until the settle- 
ment day, which might be even extended 
for a month. 

The large payments would then be 
avoided, the broker would not depend 
so seriously upon his banking pull. The 
* outside stocks and bonds, not cleared, 


or those purchased on the curb or over 
the counter could be paid for and deliv- 
ered as usual, as they do not require 
the tremendous bank credits necessary 
to finance the active issues. 

This situation would prevent loan 
fluctuation to any alarming degree, 
would keep the customer marked up, 
prevent any wild contracts and stabilize 
interest rates. The fact that the clear- 
ing house would adjust the money with 
a check or a draft every night, would 
have the same effect of putting up 
original margins on futures and prevent 
large losses to any firm. It would ob- 
viate the “failure to receive or deliver” 
bugbear and the item of short selling 
would not be any easier than it is to- 
day. 

A settlement day would bring about 
the actual receipt or delivery of stock 
and adjust borrowing rates for stocks 
until the next settlement. A provision 
could be made to have actual cash sales 
specified for those who desired to take 
up their purchase at once or to receive 
the money for a sale on the same day. 

The odd lot business might likewise 
be handled through clearing sheets with 
the odd lot brokers, who would estab- 
lish their own clearing houses within 
their offices. 

This “looking forward movement,” 
as briefly and not clearly outlined in 
the preceding paragraph, is as much 
a certainty as anything that has ex- 
isted in the past. It is about time that 
the various exchanges realized the situa- 
tion. In a small way the Consolidated 
Exchange of New York City has the 
germs in its system, but the development 
must come from the recognized leaders. 
The sooner it comes, the better it will 
be for brokerage firms which do not 
wish to be classed as fly-by-nights. 

Every industrial corporation is hunt- 
ing for short cuts and better service. If 
the United States Steel Corporation or 
the Pennsylvania Railroad conducted its 
affairs as does speculative Wall Street, 
they would never have been the suc- 
cesses they are today. They have 
eliminated “Red Tape,” the worm which 
is gnawing at the core of Wall Street 
business and surely eating up the profits. 


























“Money and Exchange 





HE recent weakness in foreign ex- 
change, on Russia, Italy and Aus- 
tria especially, is of course 

primarily due to the foreign trade 
situation. For 1916 our exports of 
merchandise exceeded imports by the 
astounding sum of $3,090,000,000. 
Under these conditions, England has 
been able to maintain sterling ex- 
change at New York near its normal 
basis by selling us securities and by 
sending us gold—net gold imports for 
the year having been $530,000,000— 
but other belligerent nations have not 
been in a position to do that. 

Hence, we have seen lire at a dis- 
count of 28 per cent. below normal 
parity at New York, marks at 30 per 
cent. discount, roubles at 45 per cent. 
and kronen at 47 per cent., new low 
records in each case. The immediate 
cause of the weakness was the appar- 
ent failure of the peace efforts, and a 
moderate rally from the low followed 
when the President renewed his peace 
campaign. 

Foreign Exchange 


There is, however, an intimate con- 
nection between these low exchange 
rates and the big issues of paper cur- 
rency in all the above countries. It 
cannot be doubted that the currency 
of these nations would be found to be 
selling at a discount, as compared 
with gold, if there were any direct 
way of measuring the relative value 
of the paper money and gold. In the 
first two years of the war, for ex- 
ample, the Italian notes in circulation 
increased from $100,000,000 to $227,- 
000,000, and the Italian Government’s 
total floating debt rose from $202,000,- 
000 to $1,285,000,000. It would be 
absurd to assume that Italian paper 
money is equivalent to gold under 
such circumstances as these. 

We can hardly expect, therefore, 
that there will be any important per- 
manent rise in foreign exchange until 
there are definite signs of peace, and 
even after peace comes the effect of 
the tremendous volume of paper money 
outstanding in Europe will remain to 
be measured. Foreign exchange ex- 
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perts have long since given up making 
predictions. 

The money rate, after spasmodic 
efforts to rise at intervals in the last 
half of 1916, has now fallen back to 
below 2 per cent. for call money and 
3% per cent. for commercial paper of 
the best grade. These rates must be 
regarded as practically the lowest 
possible, so that the next move, when 
it comes, will have to be*upward. 

The flotation of the $250,000,000 
British loan has occurred without 
jarring the money market in the least. 
In the meantime, a U. S. bill in caucus 
provides for the issuance of $400,000,- 
000 bonds and short term notes. If 
these new securities were to be issued 
at once, there must almost inevitably 
be some advance in money, but of 
course that will not be done. If they 
are all issued, they will be placed part 
at a time and with due regard to the 
money market. 


Reserve Act Amendment 


As for the proposed amendment to 
the Federal Reserve Act transferring 
about $350,000,000 of gold from the 
vaults of the banks to the Federal Re- 
serve system, there is, theoretically, no 
reason why this should affect the 
money rate, since reserves are not to 
be increased but are merely to be kept 
in a different place. As a matter of 
fact, however, the change will elimi- 
nate the counting of the same reserves 
against the deposits of two or three 
different banks, so that the result will 
be equivalent to raising the reserve 
requirements. This was to happen 
next November in any case, and the 
amendment merely proposes that it be 
done this spring instead. 

On the other hand, the banks have 
been holding reserves. far above the 
legal requirements. Hence, while the 
change will be in the general direction 
of higher money rates, the immediate 
effect will not be very great— 
especially as the Allies stand ready to 
send us more gold when necessary, in 
order to maintain easy credit condi- 
tions here, which are important to 
their future plans. 
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Outlook for Coal Stocks 


What High Prices Mean to the Coal Producing Companies 
—Why Earnings Were Not Greater in 1916—Impor- 
tance of April 1—The Way to Regard the 
Coal Issues 





By JAMES SPEED 





MONG other things 1916 was a 
“coal year.” Never before have 
the coal mining and coke produc- 

ing companies fared as well. The value 
of the coal produced in Pennsylvania 
alone was quadruple the value of all the 
gold produced in the United States, and 
West Virginia’s output in 1916 was 
twice that of this country’s gold produc- 
tion. 

Coal Age estimates the world’s coal 
reserves at 7,500,000 million metric tons, 
of which nearly 90 per cent. is held by 
four countries with the following per- 
centages : 

United States 


Germany 

The United States produces nearly 
one-half the world’s coal supply. In 1916 
the bituminous output totaled 494,132,- 
212 tons, compared with 442,624,426 
tons in 1915, and anthracite production 
was 88,312,000 tons compared with 
88,995,061 tons in 1915. The decrease 
in anthracite output of less than 7,000,- 
000 tons was due to a labor shortage es- 
timated at 20 per cent., and also to the 
coal car shortage which seriously de- 
layed shipments. 

While the exports of coal to foreign 
markets, principally to Italy, fell off 
sharply in 1916, the shipments to South 
America increased, while Canada took 
nearly 16,000,000 tons as compared with 


less than 12,000,000 tons for the year 
previous, so that on the whole 1916 was 
the greatest year in the history of the 
coal export trade. 

1916 was a year of striking events in 
the coal industry. During the last half 
of the year a demand sprang up which 
advanced prices sensationally to levels 
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only comparable with those of the strike 
period of 1902. Talk of a coal famine 
filled the public prints, and consumers 
frantically bid prices up on themselves. 
Drastic railroad embargoes went into 
effect, price investigations of all varieties 
were the order of the day while abroga- 
tions of contracts took place on every 
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hand. The coal industry, all in all, ex- 
perienced a period of excitement and in- 
flation, the like of which even the oldest 
operators cannot recollect. 


The Matter of Profits 


Although the coal companies were able 
to increase their earnings very materially 
last year, their profits were nothing like 
what might be estimated from the tre- 
mendous advance in prices. This was 
due to the manner in which the coal busi- 
ness is conducted. Most coal companies 
contract for the greatest part of their 
output for a year ahead, dating such 
contracts usually from April to April. 


ments which will determine the showing 
of the next coal year, therefore, are now 
shaping. The accompanying Table I, 
taken from the trade publication pre- 
viously mentioned, gives an idea of the 
present coal price situation as compared 
with a year ago. It shows that at about 
the middle of January the gross average 
price of twelve leading grades of coal 
showed an advance of more than 100 per 
cent. over prices a year previous, al- 
though the January, 1917, prices show a 
considerable recession from the highest 
levels reached. Of course, it is not to be 
supposed that consumers will book ahead 
for a year at 100 per cent. advance over 
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TABLE I 


COMPARATIVE 


AVERAGE COAL PRICES. 


The following table gives the range of mine prices in car lots per gross ton (except where 
otherwise noted) on 12 representative bituminous coals over the past several weeks and the aver- 


age price of the whole group for each week: 
Boston Last Year Jan. 13 

Clearfields $2.75@3.25 $4.75@5.60 

Cambrias and Somersets 3.00@3.40 5.00@6.00 

Pocah. and New River’.. 2.80@2.90 6.75@7.25 
Philadelphia 

Georges Creek 3.00@3.25 

W. Va. Freeport 2.40@2.50 

Fairmont Gas mine-run. 2.00@2.10 
Pittsburgh (steam coal)’ 


5.50@5.75 
4.00@4.25 
Chicago (Williamson and Franklin 
1.60@1.75 
@100 3.50@3.75 


Dec. 30 Dec. 16 
$4.75@5.75 
5.25@6.25 


7.25@8.00 


6.00@6.25 
5.00@5.25 
5.25@5.50 


4.25@4.50 
4.25@4.50 
3.50@3.75 


3.75@4.50 
3.75@4.00 
3.75@4.00 3.50@3.75 3.00@3.25 


Jan. 6 Dec. 23 
$4.75@5.60 
5.00@6.00 


7.00@7.50 


6.50@6.75 
5.75@6.00 
5.75@6.00 


5.00@5.25 
5.00@5.25 
4.95@5.05 


4.00@4.50 
4.00@4.25 
4.00@4.25 


5.25@5.50 


4.25@4.50 
4.25@4.50 
3.50@3.75 


3.75@4.25 
3.50@3.75 





Gross average’ $1.96@2.17 $4.74@5.11 


*F.o.b. Norfolk and Newport News. ‘Pet 
year was $4.80@5.33 made on Nov. 25. 


$4.73@5.19 $4.67@5.08 $448@4.90 
*The highest average price made last 


$5.16@5.53 


net ton. 








Hence it will be seen that the com- 
panies with the greatest amount of 
“free” coal and those which were able to 
increase their output, were the ones 
which profited the most. For reasons al- 
ready touched upon the anthracite out- 
put was less than 1915, although the 
bituminous production was approximate- 
ly 50,000,000 tons greater. 
The Contract Period 

Between the first of January and the 
first of April is the critical time in the 
coal year, since then most companies re- 
new their yearly contracts. The develop- 


a year ago, but it does seem probable that 
between now and April 1, barring a col- 
lapse in the coal market which seems 
more than unlikely, producers will be 
able to contract for the major part of 
their next year’s output at a very hand- 
some advance over the contract prices of 
a year ago. 
Important Coal Companies 


A careful survey of this field devel- 
ops that no other great industry in this 
country is in the hands of fewer per- 
sons than the coal industry. It is doubt- 
ful if one could find, for instance, bitu- 
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minous coal companies with securities 
traded in on the exchanges whose ag- 
gregate capitalization exceeds $150,000,- 

. Contrast this with the $3,000,000,- 
000 of steel stocks, $1,500,000,000 of 
copper stocks, $1,000,000,000 of automo- 
bile stocks, to say nothing of the billions 
of railroad stocks! 

Pittsburgh Coal 

Although not as large as the Consoli- 
dation Coal Company, the Pittsburgh 
Coal Company is entitled to first consid- 
eration because of its market importance. 
In October of 1915 THE MaGazIne oF 
Watt StTrEEtT called attention to the 
strong position which the company had 


preferred stock of the Pittsburgh Coa! 
Company of New Jersey, under the plan 
received for each $100 par value and all 
accrued dividends, amounting to $44.58 
per share as of January 1, 1916, 6 per 
cent. cumulative preferred stock of the 
Pittsburgh Coal Company of Pennsy]l- 
vania to the par value of $133.33. 
Holders of common stock in the New 
Jersey company received par for par in 
Pennsylvania company common stock. 
It was officially stated at the time that 
the purpose was not only to get rid of 
an umnecessary organization—costing 
about $50,000 a year—and to fund the 
unpaid preferred dividends, but to bring 
out a preferred stock which could be 








TABLE II 
CONDENSED INCOME STATEMENTS OF PITTSBURGH COAL FOR LAST DECADE 


tFixed 

Chgs. 
$$3,913,790 
$4,094,354 


5,175,708 


2,652,567 
2,734,413 
2,638,296 


2,559,205 
2,773,390 


*5,297,123 3,104,355 


$1,653,524 
1,371,059 


2,958,593 
2,192,768 


Year’s 
Surplus 
$299,934 
17,469 
1,372,679 
671,893 
38,347 
611,860 
810,099 
465,716 
2,958,593 
2,192,768 


% 
Earned 


on Com. 


Jo Jo 
Earned Paid 
on Pfd. on Pfd. 

6.11 

5.06 

10.07 

7.48 

5.14 

7.26 

2.99 

1.72 

10.93 

8.05 


Net 


Inc. 
2.59 
0.41 
0.25 
465,716 See 
3.78 
1.01 


*After deducting interest on securities of subsidiary companies, current losses and em- 
apes peanene, 
a tIncluding depreciation of coal lands, depreciation of plants and equipment and bond 
terest. ° 


tIncluding also interest on security of subsidiary companies, current losses and employe’s 
pensions included in operating costs prior to 1911. 








attained and the excellent prospects for 
its securities. At that time it was noted 
that a reorganization plan was under 
consideration, which, boiled down, had in 
view placing the common stock in a 
sition where it could benefit directly from 
any improvement in the coal situation. 
The readjustment plan was announced 
shortly afterwards and eliminated the 
Pittsburgh Coal Company of New Jer- 
sey (the holding company), and liquidat- 
ed the back dividends on the preferred 
stock. 
Readjustment Plan 


Holders of the 7 per cent. cumulative 


maintained on an uninterrupted dividend 
basis and a common stock with prospects 
of dividends within a reasonable time. 

It appears from Table II, which ac- 
companies this article, that the 1915 year 
showed nothing remarkable in the way of 
earnings which are figured on the old 
basis of the company before the reorgan- 
ization. The 1916 showing, judging 
from present coal prices, is likely to be 
considerably different, a view which is 
substantiated by the recent strength of 
the common stock. 

There are two factors which prevent 
one from becoming unduly bullish on 
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Pittsburgh Coal common stock. The first 
is the company’s long-term contract at 
comparatively low prices with the U. S. 
Steel Corporation. The terms of this 
contract have never been made public, 
and estimates that it calls for from 30 
to 80 per cent. of the coal company’s 
capacity have been heard by the writer. 
Probably the percentage is nearer the 
latter than the former figure. The sec- 
ond factor is the question as to whether 
the company will be able to obtain neces- 
sary labor and transportation facilities in 
order to make a record production in 
1917. It is probable that the 1916 figures 
will show slightly more than 18,000,000 
tons produced, compared with 22,000,000 
in 1915. If the company could produce 
25,000,000 tons in 1917 (the high record 
is 24,700,000 tons for 1913) it would un- 


in Johnson and Martin, Ky., or a total of 
about 297,000 acres upon which the com- 
pany has over 100 mines practically all 
operated by electricity. The electrical 
operation of the mines tends to reduce 
mine accidents, explosions and fires to a 
minimum, while, because of its scattered 
fields, the company is able to secure not 
only market stability for its products, but 
also freedom from serious labor disturb- 
ances. 

This spring the mines from this sec- 
tion were reported by The Black Dia- 
mond issue of May 9 as operating at the 
rate of $3,000,000 tons per annum, an 
increase of 100 per cent. I doubt 
whether production has been maintained 
at this level. However, the same issue 
of that paper states that present develop- 
ment will make possible presently an out- 











TABLE IIL. 
SUMMARY OF CONSOLIDATION COAL’S —— ACCOUNTS FOR THE LAST SEVEN 


Fixed 
Charges 
$1,208,020 

1,113,576 
1,085,894 

974,082 
895,447 
915,469 
951,989 


Years Ended Oper. 


Income 


Year’s 

Surplus 
$1,035,681 

509,733 


959,729 
1,144,492 
182,323 
571,024 
482,076 


Earned Paid 
on Stock on Stock 


6% 
6 


Net 

Income 
$2,535,681 
2,009,733 
2,459,729 
2,503,357 
1,383,835 
1,712,578 
1,491,959 








doubtedly have a considerable amount of 
“free” coal to sell. The outlook for the 
common stock is, therefore, largely de- 
pendent upon the company’s ability to 
increase production, its ability to get its 
coal to market, and lastly market prices 
on which to sell its free coal. 


Consolidation Coal 


This company made its bow on the 
New York Stock Exchange within the 
last year. It is a corporation which is 
expanding steadily. 

It operates in four fields, viz.: the 
Georges Creek district in Maryland, 
13,148 acres ; 98,467 acres in West Vir- 
ginia in Harrison, Marion, Wetzel and 
Monongalia counties; the Somerset 
field in Pennsylvania comprising 57,130 
acres, and 100,000 acres in Pike, Letcher 
and Knott counties, besides 28,009 acres 


put of 10,000,000 tons each year, without 
a material increase in development work 
and with no expansion of investment in 
land. Geological investigations support- 
ed by drill tests indicate the presence in 
this area of 1,000,000,000 tons of excep- 
tionally high grade coal especially suited 
for the recovery of coke, gas and other 
by-products. Coals suited for these uses 
are in the greatest demand and especially 
high in price. 

The Eikhorn fields are reached by the 
Chesapeake & Ohio, Baltimore & Ohio, 
and Louisville & Nashville—the latter 
road has spent some $30,000,000 in build- 
ing a branch to the property, so valuable 
did the traffic originating at these mines 
appear to them. In comparison with a 
year ago the company is now favorably 
situated with respect to cars, for the 
Chesapeake has increased the capacity of 
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its coal cars by over 22 per cent., while 
the Baltimore & Ohio has added 8,000 
cars this spring to its lines, scrapping 
4,000 older and small cars. The Louis- 
ville has added 800 coal cars recently as 
its quota. 

The Western Maryland is extending 
its lines and facilities to reach the fields 
in Harrison, Marion and Wetzel coun- 
ties in West Virginia, so that an in- 
creased production in these fields is ex- 
pected shortly. This, however, is only 
the beginning, for on February 1, 1915, 








TABLE IV. 


PRODUCTION OF COAL IN THE UNITED 
STATES. 


1915* 
juantity, 
Short Tons 
14,927,937 
1 


1916 
puantity, 

Short Tons 
16,250,000 
9,000 
2,000,000 
California, Idaho and Nevada 12,000 
Colorado 10,260,948 
Georgia 140,000 
Illinois 63,500,000 
t 18,738,256 
7,600,000 
,000 

25, 106,500 

4,930, 000 
i 056, 393 


100,000 

t 3688/07 

3,893,185 

620,000 

Ohio 30, 500, 000 
Oklahoma § 3 053, 543 
Oregon 39,230 
bituminous. . . 170, 270, S00 
6, sao. 915 


South 
3,62 1,935 
300,000 





Dakota 


irginia 
Wyoming 6, 554, 028 


442,624,426 
88,995,061 


531,619,487 


3,000,000 
87,989,000 
7,650, 





494,132,212 
88,312,000 


582,444,212 
* United States coelomic Fi Survey figures. + For 


fiscal year ending Sep en year ending Oct. 
31. § Fiscal year ending yee 5 0. 


Total bituminous . 
Pennsylvania, anthracite. ... 





Grand total 








the company borrowed from Rockefeller 
interests $7,000,000, giving as security 
its convertible debentures with the un- 
derstanding that the company should use 
the money in the opening up and devel- 
opment of new mines along the lines of 
the Western Maryland Railroad. This 
was done and the mines are now com- 
mencing operation, the railroad having 
provided 3,000 coal cars to handle this 
output. It recently ordered an additional 


2,000 coal cars. The districts thus opened 
up by the Western Maryland Railroad 
are the Jenner field in Somerset county, 
Pa., and the Fairmount field in West 
Virginia.. Nine new mines at least from 
these districts will have commenced pro- 
duction and shipment in these two fields 
alone by the end of the year. The ulti- 
mate production of these new fields 
should enormously increase, as $7,000,- 
000 well spent by a company already 
owning the land and possessed of a large 
working capital should go a very long 
way, for the average coal company’s 
capital stock is considerably less than 
$7,000,000. It is expected, therefore, 
that the company will have a tonnage 
greatly in excess of the 10,500,000 tons 
output for 1915. 

As the company’s output is no doubt 
about to increase, it is reasonble to sup- 
pose that the increased tonnage will get 
the benefit in part, at least, of the higher 
prices in the spot market. Average in- 
creased profits of $1.50 per ton on new 
contracts made in January and April are 
not improbable, so that this company has 
prospects of very handsome earnings in 
its next coal year. 

The company’s properties are well 
maintained, and although seemingly 
more valuable, its coal lands, viz., 296,754 
acres are carried at $35,639,648, while 
the 233,980 acres of the Pittsburgh Coal 
Company are carried at a valuation of 
$62,348,482, or $120 per acre for Consoli- 
dation in comparison with $260 for 
Pittsburgh. 

Both companies show about the same 
investment in plant and equipment. 
Averaged for three years, this figure on 
Consolidation Coal stood at $19,341,000; 
depreciation against this was $11,451,000 
or 59.2 per cent. in three years. Pitts- 
burgh Coal property and plant invest- 
ment averaged $20,089,000, while depre- 
ciation for the same period, was 
$3,621,000, or about 18 per cent. 

The Consolidation Coal Company, 
since January 1, 1912, has averaged earn- 
ings of $9.77 per share. It has a surplus 
equal to over $40 per share, net assets 
the equivalent of over $141 per share, 
and, in my opinion, an investment value 
of between $115 and $125 per share, 
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while its speculative value should be 
placed considerably higher. 

Table III gives a summary of this 
company’s income statements for the last 
seven years. While Consolidation Coal 
at 110 would seem to have discounted to 
some extent its investment value (since 
a mining issue of this sort ought to sell at 
least on a 7 per cent. basis, according to 
the opinion of the writer), the issue has 
by no means discounted its speculative 
prospect. 

New River Company 

The New River Company controls 25 
coal mines in West Virginia aggregating 
some 50,000 acres, of which about 24,000 
are owned in fee. The estimated coal is 
placed at 486,000,000 tons. It also owns 
two small railroads operating 22 miles, 
connecting with the Chesapeake & Ohio 
and Virginian railways. 

The capacity of the mine is 300,000 
tons per month, and the company is op- 
erating at present at the rate of 200,000. 
The capitalization comprises $3,797,000 
Ist mortgage collateral trust 5 per cent. 
bonds, due 1934; $7,367,900 6 per cent. 
cumulative preferred and $4,017,300 
common stock. Dividends were paid on 
the preferred quarterly from November 
1, 1906, to November 1, 1908, inclusive, 
but none since. Common stockholders 
were given the option prior to July 15, 
1915, of exchanging 15 shares of com- 
mon for one share of preferred, the new 
preferred to carry accumulated dividends 
from August 1, 1909, making a differ- 
ence of $3 in the accumulation from the 
old stock. For the fiscal year ended 
March 31, 1916, total fixed charges were 
earned with a surplus of $18,602. Since 
May, 1916, the surplus has averaged 
$30,000 per month; in August it was 
$35,000; in September, $42,000; in Oc- 
tober, $45,000, and in November, 
$70,000. Current earnings are steadily 
increasing. This year, provided rail 
transportation is sufficient, a net profit 
of at least $1 per ton is reasonable to 
expect, and the profit on some of the 
contracts now being renewed may be as 
high as $2 per ton. On the basis of 
200,000 tons per month this should mean 
profits of $2,400,000 or even $3,000,000. 
Interest charges require less than $200,- 
000, so that the balance would be equiv- 








alent to $30 to $40 per share on the pre- 
ferred, on which the accumulation now 
amounts to $46.50. The preferred is 
now 78-79 and the common 20-22. If 
these expectations are fulfilled I see no 
reason why the preferred will not work 


higher. In fact, it is possible that pres- 
— prices will continue beyond 
1917. 


Pond Creek Company 


Pond Creek Coal and Island Creek 
Coal, stocks of both companies being 
listed on the Boston Stock Exchange, are 
worthy of careful attention at this time. 
Both have small capitalizations, excellent 
managements, large tonnage reserves, 
sufficient working capitals, and estab- 
lished markets. The former produces 
coking and by-products coals which are 
well regarded, and the latter a hard bi- 
tuminous coal which is especially adapted 
for steam and power generating pur- 
poses. 

The Pond Creek Coal Company has 
200,000 shares of stock, par $10, out- 
standing and $2,000,000 of 6 per cent. 
bonds, which are convertible into stock 
at $25 a share. It also has 150,000 shares 
of stock in its treasury which is held for 
bond conversion and possible future cap- 
ital requirements. Although this is only 
the fourth year of the company’s pro- 
ductive operations, it came within $19,456 
of earning its bond interest in 1914 and 
within $22,318 in 1915. It closed the 
year with $951,337 net surplus of cash 
and quick assets. Its earnings for 1916 
are expected to exceed bond interest by 
$200,000, leaving about $1 per share for 
the stock. Nearly all of this year’s 
profits will be earned during the closing 
four months. Its net income is now run- 
ning at the rate of $80,000 to $100,000 
per month and the higher prices it will 
receive for its coal on new contracts 


-make net earnings of $4 to $5 a share 


reasonably certain next year. 


Island Creek Coal 


The Island Creek Coal Company be- 
gan production in 1905, its output that 
year being only 147,703 tons of coal. 
With the exception of a slight decrease 
in 1913, as compared with 1912, its pro- 
duction has increased steadily, reaching 
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2,213,616 tons in 1915, while its 1916 
output is estimated at 2,300,000 tons. 
The property is fully equipped for a pro- 
duction of 3,500,00 tons, and there is 
every prospect that within seven or eight 
years it will be producing 5,000,000 or 
more tons annually. 

The coal resources of Island Creek’s 
30,000-acre property are almost inex- 
haustible. In the Island Creek seam now 
being worked there is a sufficient tonnage 
to maintain the present volume of out- 
put for 80 years, and deeper down are 
two other seams, four to five feet thick, 
the Draper and Eagle, 50 feet and 90 
feet, respectively, below the Island 
Creek, which probably contain together 
350,000,000 or 400,000,000 tons of excel- 
lent coal. Future generations of Island 
Creek stockholders undoubtedly will re- 
ceive dividends earned by mining the 
Draper and Eagle coal beds. 

Island Creek has 49,870 shares of pre- 
ferred stock and 118,489 shares of com- 
mon outstanding. This stock has a nom- 
inal par value of $1, although it is is- 
sued against property values of $5,668,- 
818. The preferred stock is guaranteed 
$6 per share annually and is entitled to 
$120 per share in liquidation. Dividends 
of $6 per share annually have been paid 
on the preferred stock from 1911 to 1916, 
inclusive. The dividends paid to hold- 
ers of the common stock have been as 
follows: $4 in 1912, $5 in 1913, $5 in 
1914, $2 in 1915, and $2 in 1916. A reg- 
ular quarterly dividend of 50 cents and 
$1 per share extra has been declared, 
payable January 2, 1917. 

During the past five years Island 
Creek has produced 11,919,161 tons of 
coal and earned a net profit after liberal 
charges for depreciation of $3,352,150. 
The very low prices at which coal has 
sold during this period have resulted in 
a final net profit of only about 28 cents 
per ton, or 35 cents before allowing for 
depreciation. New contracts for the sale 
of coal deliverable during the coming 
year are being made quite generally at 
an advance of $1 and more per ton, and 
it is a conservative estimate that Island 
Creek will earn $20 per share for its 
common stock in 1917, which will com- 
pare with about $7 a share earned this 
year. The company closed the year 1915 


with $1,287,812 net surplus of cash and 
quick assets. 


Conclusion 


From the foregoing study it is appar- 
ent that there are considerable specula- 
tive possibilities in the coal stocks at this 
time. The investor or speculator, how- 
ever, should not commit the fallacy of 
estimating next year’s earnings on the 
basis of present high spot prices. Ex- 
perts figure that in the United States 
only about 2% per cent. of the coal 
mined is being sold at premium prices, 
the balance going out under contracts 
made a year ago or under equivalent ob- 
ligations. This would mean that from 
2 to 3 per cent. of the coal mined is being 
sold on an average basis of $3.50 per ton, 
while the remainder is being sold at 
somewhere around $1.50 a ton. While 
the present high price of spot coal puts 
the producer in an excellent strategical 
position in regard to the making of con- 
tracts for 1917 it must not be assumed 
that consumers will re-contract at pres- 
ent high spot prices. Undoubtedly con- 
tracting consumers will pay higher for 
their coal for 1917 than 1916, but just 
how much higher remains to be devel- 
oped between now and April 1. The out- 
look is for larger profits for the coal 
companies and higher prices for their 
stocks, but again it must be remembered 
that higher labor costs, strikes, etc., must 
be taken into consideration as well as 
a possible shortage in transportation 
facilities, which was very much in evi- 
dence last year. 

Coal is one of the last of commodities 
to go up in times of business expansion 
and one of the last to decline in periods 
of depression, so that if coal prices are 
well maintained beyond April 1 (the con- 
tractural point) the outlook for a good 
coal year will be excellent. 

Furthermore the fact that the coal 
stocks are not “popular” in the sense of 
steel or metal securities and that there 
is less likelihood of a great big rise than 
there would be in stocks with a wider 
public following, must be remembered. 

Therefore the proper attitude to take 
at this time in reference to the coal 
stocks, it seems to the writer, is one of 
conservative bullishness. 
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Atlantic Gulf & West Indies.—Gross reve- 
nue for 1916 estimated at approximately 
$32,000,000, a gain of 60% over 1915. 

Boston & Albany.—Should show about 
$21,643,000 gross and $2,352,000 net after all 
charges and dividends for 1916. This would 
be equivalent to about 8.90% on the “oper- 
ating investment.” 

Boston & Maine.—Massachusetts Public 
Service Commission has announced that the 
financial showing which Boston & Maine is 
now making “strengthens the objections to 
including in the plan of reorganization any 
provisions which would amount, in sub- 
stance and effect, to an assessment upon the 
common stockholders.” 

Burlington.—December earnings increased 
about 7%, although loadings increased only 
21%4%. Coal loading increased 114% and 
was 3,000 cars above any previous Decem- 
ber despite unprecedented coal car shortage. 
Live stock movement increased, but grain 
was off because the company got below 80% 
of its box car supply. 

Canadian Northern.—For year ended June 
30, 1916, reported deficit after charges of 
ner against a deficit of $2,265,000 in 
1914-15. 

Central Argentine—Has sold to New 
York banking group $15,000,000 10-year 6% 
convertible notes, the-proceeds to be utilized 
to retire approximately the same amount of 
short term indebtedness of the company out- 
standing in London. 

Denver & Rio Grande.—Reports for 5 
months ended with November net after 
taxes of $4,626,083, a decrease of $434,825. 

Erie.—November gross increased $36,769 
and operating income after taxes decreased 
$1,064,532. For 5 months total operating 
revenue increased $1,660,549 and net after 
taxes decreased $3,346,625. 

M. K. & T.—Has filed protest with Inter- 
state Commerce Commission against prac- 
tice of Atchison, Burlington and other 
roads of charging lower intrastate fares in 


the States of Missouri, Kansas and Okla- 
homa than are on file with the commission. 

International Mercantile Marine.—Decem- 
ber earnings were nearly $5,000,000, or near- 
ly $500,000 greater than the best previous 
estimate. 

Kansas City Southern.—December gross 
was $1,003,878 against $887,468 in 1915 and 
net after taxes $$333.943 against $297,645. For 
6 months gross was $6,034,544 against $5,328,- 
850 and net after taxes $2,203,545 against 
$1,937,415. 

Long Island.—Proposes to issue $1,252,048 
4% 10-year debentures at not less than par 
and accrued interest for liquidation of com- 
pany’s indebtedness to Penn. R. R. on ac- 
count of advances for improvement of road 
and equipment in 1915. 

Norfolk & Western.—Declared an extra 
dividend of $1 a share on the common stock 
in addition to the regular quarterly dividend 
of 1%%, payable March 19 to stock of rec- 
ord February 28. 


Pere Marquette. — Estimated gross re- 
ceipts for December was $1,989,814, an in- 
crease of $113,667. Freight earnings in No- 
vember increased about 4.91%. 

Rock Island.—N. L. Amster says: “From 
indications reorganization plan of Rock 
Island will be under way about April 1, and 
will be fairest and cleanest in railroad his- 
tory. The road has earned its way out of 
receiver’s hands and is prosperous.” 

Rutland.—Earned for 11 months to De- 
cember 1 nearly 8% on the preferred stock. 


Southern Railway.—Lines have been 
regrouped as “Lines East” and “Lines 
West,” but no consolidation of the various 
properties is contemplated. 

Western Pacific—Net income for Novem- 
ber was $357,000, compared with $228,000 in 
November, 1915, an increase of $129,000, or 
nearly 60%. For 5 months ended Novem- 
ber 30, net income was $1,404,000, compared 
with $1,062.000 in the previous year, an in- 
crease of $342,000, or 32%. 








Industrial Digest 





American Car & Foundry.—Estimated 
earnings for fiscal year to end April 30 next 
are $5,000,000 net, equal to 16% on the stock. 
Officials of company say outlook for rest of 


5 
this year could hardly be better under the 
circumstances. Shell orders will be finished 
in April, and thereafter, car orders should 
keep plants going at capacity into July. 
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American Ice Co.—Earnings for current 
fiscal year estimated at $1,000; or approxi- 
mately 7% on the stock as compared with 
$750,000 earned in the 12 months to October 
31, 1916. Plan of dissolution of American Ice 
securities company, calling for the scaling 
down of capitalization, a retirement of $20.- 
000,000 stock of Securities company and about 
$3,000,000 debentures will save about $193,000 
a year in interest charges, taxes, etc. The 
plan also wi out about $10,000,000 in ac- 
cumulated dividends due on American Ice 
Pref. Rumored that starting of dividends by 
American Ice Co. has been held up pending 
capitalization readjustment. 


American Hide & Leather—Net for quar- 
ter ended December 31 was $1,069,962 as com- 
pared with $481,091 for the corresponding 

uarter of 1915 and $110,712 for quarter ended 

tember 30, 1916. Reported that considera- 
tion is being given to the placing of preferred 
stock on a regular 7% basis. 


American Locomotive.—For the 6 months 
to December 31, 1916, reported a net balance 
for dividends of $3,630,834 as compared with 
$2,827,740 for the corresponding period o 
1915. The balance was equal to $11.02 a share 
for the common stock for the 6 months after 
preferred dividends. Report, however, 
showed a charge against earnings of $1,820,- 
500 under the head of “Reserve for United 
States Munitions and Income Taxes and 
a War Taxes for the Calendar Year 
1916.” 

American Malt.—Earned slightly more 
than $200,000 for the quarter ended November 


30, 1916. 
American Smelting & Refining.—Has ap- 
000 Series “A” first 


proved issue of $30, ‘ 
mortgage 5% gold bonds to be offered in 
exchange, par for par, for American Smelters 
Securities Company “B” stock. Exchange of 


its bonds for Securities Company’s “B” stock 


will give the Refining Company ownership of 
that issue with the debentures retired and all 
of the common stock of the Securities Com- 
pany already in the treasury of the Refining 
Company, there will remain outstanding of 
the former’s capital obligations in the hands 
of the public only the $16,649,000 of the “A” 
stock. Tt is figured that the balance for divi- 
dends on the common stock after allowing for 
preferred dividends was equal to $30 a share 
in 1916. 

American Steel Foundries. — Estimated 
earnings for the year to December 31 have 
been revised upward to $20 a share. In ad- 
dition to its war business which will be com- 
pleted in the first quarter of the fiscal year, 
the company has 50% more railroad and gen- 
eral equipment orders than in any previous 
time in its history and can run at capacity up 
to the last quarter of 1917. 

American S Refining. —Is expected to 
make a highly hen report for the fiscal 
year ended December 31. 


American Woolen.—Enjoying great pros- 
perity and it is anticipated that the company 
will do a gross business of over $75,000,000 
in its current fiscal year. 

Armour & Co.—For the fiscal year ended 
October 28, 1916, earned $20,100,000 or 20% 
on the capital stock and the equivalent of 
14.7% on the company’s entire investment. 
Earnings of $20,100,000 compared with $11,- 
000,000 in the previous year. 

Arlington Mills—Stated to be booking 


‘business at the rate of over $2,000,000 a 


month or $25,000,000 gross per annum. Earn- 
ings in 1916 fiscal year reached $25 a share. 

Atlantic Steel—Reports net balance for 
the common stock for year ended December 
> "Warag of $607,189, equal to slightly over 

0. 
_ Bethlehem Steel—Directors have author- 
ized an increase in the capital stock to $60,- 
000,000, stockholders to be given 2 shares for 
each now held and the right to subscribe for 
an additional 1 share at par. New stock will 
have no voting power, but will be same as 
the old in all other respects. A. quarterly 
dividend of 10% was declared on the existing 
$15,000,000 common stock and the directors 
decided that 10% quarterly would be paid on 
the increased capital for the succeeding three- 
quarters of the year. Bethlehem Steel’s sur- 
plus after charges for the 1916 was $43,593,- 
968 against $17,762,812 in 1915, and total sur- 
plus as of December 31, 1916, was $69,370,198. 

Canadian Car & Foundry.—Loss from ex- 
plosion at Kingsland will be under $1,000,000, 
according to an official statement. The total 
loss from all explosions is estimated at $12,- 
000,000 of which approximately $8,000,000 was 
represented by finished high explosive shells 
which had already been turned over to repre- 
sentative of the Russian Government. In- 
surance on the plant amounted to about $3,- 
250,000. It is understood that the company 
will show a profit on its Russian contract in 
spite of the fire. 

Central Leather.—Rumored that this com- 
pany has received large sole leather orders 
from Russia. Domestic business is said to be 
taxing the capacity. 

Charcoal Iron Co.—Has advanced the 
price of wood alcohol 5 cents a gallon. 

Claflin, H. B.—Report for fiscal year 
ended November 30, 1916, showed merchandise 
on hand of more than $4,500,000 with accounts 
receivable less reserve, totaling something over 
$5,000,000. Net profits for the year were 
nearly $2,000,000. 

Cluett Peabody & Co., Inc.—Income ac- 
count for year ended December 31, 1916, 
showed net for common stock after deducting 
$490,000 for preferred, equivalent to $12.90 a 
share on the $18,000,000 stock. 

Dow Chemical Co.—Declared an extra 
dividend of 534% on the common stock in ad- 
aoa to the regular quarterly dividend of 

47e. 
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Emerson Phonograph.—The U. S. Patent 
Office has allowed extremely broad and 
comprehensive claims on the patent appli- 
cation of Victor H. Emerson, covering the 
Emerson Universal Disc Cut Phonograph 
Record. The patent was issued January 23, 
1917. This patent firmly intrenches the 
Emerson Phonograph Co. in the field so 
long dominated by the Victor and Columbia 
companies, whose great businesses have 
been built up through patent protection. By 
means of this invention, which Victor H. 
Emerson has assigned to the Emerson com- 
pany, the latter has the immense advantage 
of a disc record which plays on Victor, 
Columbia and all other machines, without 
an attachment, except the Edison, on which 
an attachment is required for any record 
but its own. Emerson Phonograph Co. is 
now turning out about 35,000 disc records 
per day, thus more thoroughly establishing 
itself as the third largest producer of disc 
phonograph records. 


Empire Rubber & Tire Co.—Control has 
passed into the hands of a new corporation 
which will have a capital stock of $4,500,000, 
$3,000,000 of which will be common and $],- 
500,000 preferred. An expansion of the com- 
pany is planned. 


Firestone Tire & Rubber.—Consolidated 
balance sheet as of October 31, 1916, shows 
real estate and plant, $10,687,963, investment 
in securities $647,923, inventory $9,715,950, cash 
$325,490, notes and accounts receivable, $6,- 
829,632. Notes payable amounted to $5,245,- 
844, accounts payable $1,271,305 and surplus 
$18,306,429. 

Goodrich, B. F.—Reports net earnings for 
vear to December 31, 1916 of $9,550,000, a 
decrease of $2,715,679 compared with 1915. 
The surplus available for the common stock 
was equal to 12.73% against 17.17% in 1915. 


Gulf States Steel.—Total net available for 
stock for 1916 was $2,452,510, equivalent to 
about 25% on the common stock after allow- 
ing for preferred dividends. 


International Agricultural—John J. Wat- 
son, Jr., Vice-President, is quoted as saying 
“we haven’t anything to say on the question 
of preferred dividends. I do not believe di- 
rectors are inclined to rush at this question. 
As an individual director I do not look favor- 
ably upon the proposition of declaring a divi- 
dend at present. I think it is better to build 
up a large surplus. Finances are now in much 
better shape than they have been, as we have 
reduced our liabilities by $4,000,000 or $5,000,- 
000 in addition to lessening our bonded in- 
debtedness.” He also said that the acid con- 
tract with the Tennessee Copper Company had 
not been cancelled. 


International Motors.—Recent readjust- 
ment in capitalization has resulted in a big 
improvement in working capital since it re- 
ceived sufficient money to pay off current 
debts, leaving it with approximately $600,000 


in cash. Orders on hand at beginning of 1917 
were larger than previous year and output 
for the year is expected to reach at least 3,000 
trucks, as compared with actual production of 
2,713 trucks in 1917. 


Jewel Tea.—Sales for 4 weeks ended De- 
cember 30, 1916, were $1,161,502 against $743,- 
638 in the corresponding period of 1915, an 
increase of over 56%. Total sales for the 
Te $12,441,321 as compared with $/,- 


Lackawanna Steel—Expected to report 
net profits for year to December 31, equal to 
nearly $40 a share. 


National Enameling—Report for year 
ended December 31, expected to show about 
13% on the common stock as compared with 
3.01% earned in 1915. 


National Motor Car.—Earnings for year 
to November 30, estimated to have equaled 
$12.50 a share. The demand for its cars are 
said to be far in excess of its capacity. 


Nash Motors.—Cost of manufacture has 
been reduced and output has been increased 
50% during the year. Truck business is 
showing gains. 


Nova Scotia Steel—After allowing for 
British War tax of 25% (estimated) it is 
figured that earnings for the fiscal year to 
December 31, are equivalent to $40 a share 
on $7,500,000 stock. 


Pacific Mail—Is expected to issue official 
6 months’ statement to shareholders some time 
during February. Understood that for sev- 
eral months during 1916 net profits reached 
$100,000 a month. 


Paige Detroit.—Expects to increase pro- 
duction this year from 15,000 to 25,000 cars, 
according to President Jewett. Total sales 
for 10 months ended December 31, 1916, were 
$9,899,791 with net income available for divi- 
dends of $964,442. 


Penn Seaboard Steel.—Has received con- 
tracts from British Government involving up- 
wards of $9,000,000 for steel bullets to be de- 
livered through the calendar year 1917. The 
company is assured of capacity operation for 
entire year. 


Plant, Thomas G. Co.—Reports net profits 
for fiscal year ended October 31, 1916, of 
—s equal to 25.5% on $2,500,000 common 
stock. 

Pressed Steel Car—Has declared a regu- 
lar quarterly dividend of $1.75 a share on the 
common stock, increasing the annual rate from 
6% to 7%. 

Republic Iron & Steel—For past 3 or 4 
months has been earning at the rate of $70 
a share annually for its common st 

Saxon Motors.—Shipments in January es- 
tablished new high records. eduled pro- 
duction for year ending June 30th, 40,000 
cars, compared with 23,399 actually ship 
last year. Orders on hand will more t 
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take care of this output according to President 
Ford. 


Sears, Roebuck.—Directors have recom- 
mended a stock dividend of 25% in common 
om payable April 2 to stock of record March 

It was also announced that the regular 
attend rate on the common stock will be 
raised from 7% to 8%. 


Sloss-Sheffield.—Is making preparations 
to drill for oil in what is known as the Drifton 
territory, in which some of the company’s 
properties are located. 


Submarine Boat—Important interest is 
quoted to the affect that a cut in the dividend 
sometime during 1917 is inevitable. He said 
it was a mistake to start dividends at the rate 
of 60 ‘per share on the old stock which for 
years was nearly worthless. 


Swift & Co.—Gross sales for 1916 were 
$575,000,000 and net earnings $20,465,000, equal 
to Lg on the stock against 18.7% earned 
in 

Transue & Williams Steel Forging.—Net 
earnings for two months ending December 31 
were 657,000 at the rate of $16 a share 

fr annum on the stock. The stock has been 
isted on the New York Stock Exchange. 

United Alloy Steel.—Has put a new blast 
furnace into full operation and beginning with 
the spring yd earnings are expected to 
reach over $700, 

United Cigar - advanced the 

rice of pa Sales for year to Decem- 
ong 31 were $4. increase over 1915, and 
totalled $36,000,000 resulting in the largest 
net earnings in the company’s history. 

Union Bag & Paper.—Has purchased the 
entire stock of Badger Bag & Paper Co. of 
Wausau, Wis. An extra dividend of 2% has 
been declared payable February 15th. 

U. §S. Industrial Alcohol—Accounts of 
Cuba Distilling Co. are being consolidated in 
books of U. S. Industrial Alcohol Company, 
the parent company. This it is expected will 


mean a 50% earning power on the lIatter’s 
common stock. As the joint business of the 
two concerns for 1917 will be increased over 
1916 according to present indications. 


U. S. Realty & Improvement.—Earnings 
for current fiscal year are estimated to be 
larger than last year when 3.7% was shown 
on the stock d returns from real estate 
business have made up for losses on subway 
construction work 


United States Rubber—Have concluded 
negotiations with Kuhn, Loeb & Co. covering 
the purchase of a new issue of first and re- 
funding 5% bonds. The purpose of the issue 
is to provide for the payment of maturing 
obligations, for funding of current indebted- 
ness, and for additional working capital. Net 
unincumbered quick assets (as defined in 
mortgage) of subsidiary companies excluding 
the General Rubber Co. are at all times to 
equal at least $30,000,000, of which at least 
$20,000,000 is to be in companies whose stock 
is to be directly pledged under the mortgage. 
The company is not to pay any dividends on 
common stock other than a dividend in com- 
mon stock unless unincumbered quick assets 
(as defined in mortgage) of company and sub- 
sidiaries after deducting such dividend shall 
then exceed aggregate debt of the company 
and subsidiaries including outstanding bonds. 
President Colt estimates net earnings for fis- 
cal year ended Dec. 31, at $12,500,000. 

U. S. Steel—Net earnings for the fourth 
quarter of 1916 are estimated at from $100,- 
000,000 to $110,000,000 

Willys Overland.—It is officially stated 
has orders on hand for all cars which can 
be produced during 1917, viz. 200,000. In- 
ventories on hand amount to $30,000,000 which 
should cover requirements through the first 
two thirds of the year and the requirements 
for the remaining period are covered by con- 
tracts. 

Worthington Pump.—Earnings are run- 
ning at high record rates. 
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SUGGESTIONS IN REGARD TO INQUIRIES 


The very heavy volume of inquiries which this publication is now re- 
ceiving makes it necessary to ask our subscribers to co-operate with us in order 
that we may maintain and improve the high quality of service which the In- 
vestors’ Personal Service Department renders to our readers. We therefore sug- 

est that: 

' (1) Not more than two or three inquiries be asked at one time. Occa- 
sionally a subscriber sends in a long list of securities asking for an opinion on 
each. The careful manner in which the Investors’ Personal Service Depart- 
ment handles its inquiries makes it impossible to give such inquiries the im- 


mediate attention necessary, without slighting other inquirers. 


(2) Write all in 


writer’s name and address. 


iries on separate sheets of paper which should bear the 


(3) Enclose stamps or stamped and addressed envelope. 


The above suggestions are 


stants 


for the benefit and protection of our 


readers and those inquiries which conform with them will receive first atten- 


tion. 


When a reader wishes a special investigation or a special analysis of a se- 
curity or a subject we will be pleased to submit an estimate of the special 


charge for such work. 








Kansas City Southern 

R. K. J., Newark, N. J.—Kansas City 
Southern’s earnings are running at a rate 
which indicates that slightly over 4% will be 
earned on the common stock for the current 
fiscal year, as compared with earnings of 
297% last year, 1% in 1914-15, 2.95% in 
1913-14 and 2.68% in 1912-13. It must be 
borne in mind, however, that the earnings 
thus far have been running at a rather ab- 
normal rate on account of the great general 
prosperity in the road’s territory and through- 
out the country, for that matter. Kansas City 
Southern, as well as other lines, is now facing 
higher material and labor costs, and besides 
there is uncertainty as to possible legislation 
and labor troubles. Under the circumstances, 
we do not favor the stock as a purchase, 
especially for permanent investment. 


Baldwin Locomotive 

J. M. T., Newark, N. J—Baldwin Locomo- 
tive, as you are doubtless aware, has had a 
great deal of trouble with its munitions orders, 
and there is no definite or accurate informa- 
tion as to just what the status of the company 
is on these contracts. In view of the many 
complications in the situation, it is very diffi- 
cult to arrive at any intelligent conclusions as 
to what may be the prospects of the company 
in 1917. The annual report will not be issued 
until next month. At that time it may be pos- 
sible to form a more definite idea of the situ- 
ation. 

The latest estimates are that Baldwin will 
not show very much more earned for its com- 
mon stock in 1916 than it did in 1915, when 
the figure was slightly over 7%. In a general 
way, it may be stated that the company has 
taken a very substantial amount of locomotive 
orders, and were its regular business the only 


consideration affecting the immediate future of 
the company, we might be willing to regard 
the outlook as optimistic. The question is 
whether it will make money or lose money on 
its munitions contracts, or whether it will be 
placed in a position where it will be able to 
economically use its increased capacity for 
manufacturing with munitions orders com- 
pleted. Unless the situation with regard to 
the munitions contracts is considerably worse 
than there is reasonable basis for believing, 
we believe the prospects of the resumption of 
dividends this year are fair. 


Denver & Rio Grande Pfd. 


J. B. C., Louisville, Ky.—The circum- 
stances governing the case you refer to in 
which we recommended that L. R. C. sell 
Denver Pfd. were entirely different from 
your own. This holder had recently pur- 
chased the stock and, as we judge from his 
letter, was not buying it for an investment, 
but for a short turn in the market. You had 
held the stock as we recall for a long period 
and had purchased it on a very much higher 
price than L. R. C. 


Julius Kayser 


S. T. M., Pasadena, Cal—Julius Kayser 
has a very consistent and creditable record. 
Earnings and dividends on the common stock 
have been as follows: (Years 1912-1915 
ended December 31, 1916, fiscal year changed 
to end August 31, and earnings for that year 
cover 8 months therefore.) 

Per a Per 7 Paid. 
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On December 9, 1916, it was announced that 
an extra dividend in addition to the regular 
quarterly dividend of 14% was to be paid 
on the common stock. The company was in- 
corporated in June, 1911 to take over as a 
going concern all property, business and good 
will of a corporation of the same title whose 
business was established in 1880. In 1 
after the patenting of a process for reinforcin 
finger tips, silk gloves became the chief prod- 
duct of the company and it is now the largest 
producer of that line in the world. It owns 
plants at Brooklyn, N. Y., Amsterdam, N. Y. 
Muhlau, Germany, Sydney, N. Y. and Hor- 
nellsville, N. Y., and leases plants at Oswego, 
Port Jervis and Monticello, N. Y. The capital 
stock outstanding consists of $2,181,900 Ist 
pfd. 7% cumulative 5,000 2nd pfd. 7% 
cumulative and $6,000, common. The par 
value of all shares is $100. The company is 
required each year to reserve from its sur- 
my (after the payments of dividends on its 
st and 2nd pfd.) the sum of at least $200,- 
000 from which it must apply $150,000 yearly 
in the purchase or redemption of the Ist 
pfd. stock, and carry the balance to the 
“special surplus account” for the benefit of 
the Ist pfd. stock. 

We regard this issue as very meritorious 
and believe that the possibilities are attractive. 
This is the kind of a stock, however, which 
should be held, we believe, for a long pull. 


American Cotton Oil 


T. B., Oneida, N. Y.—American Cotton Oil 
earned about 7% for its stock in the last 
fiscal year, which was about the same amount 
as was earned in the previous fiscal year. In 
looking forward it must be borne in mind that 
the company is confronted with a small cot- 
ton crop this year, which means a high price 
for cotton seed. This is always a handicap 
to the American Cotton Oil Co. On the other 
hand, the prices for its products are very 
much higher, and competition is not so keen 
with the high prices for lard, etc. The com- 
pany is in a position, we believe, to maintain 
and will maintain the 4% dividend, but we 
cannot look for an increase in the near future. 


Grasselli Chemical 


R. T. M., Oakland, Md.—Grasselli Chemical 
is a very high grade investment stock. The 
company has a long and enviable dividend 
record. It is the largest chemical concern in 
the United States. Nevertheless, we are some- 
what doubtful as to the advisability of pur- 
chasing or holding this stock at this time 
because of the fact that it is selling high, due 
to the payment of extra dividends and reports 
of large earnings. The abnormal prosperity 
has come to the company on account of con- 
ditions brought about by the war. 


Wabash Railroad 


The speculative opportunities in the se- 
curities of this great railroad and outlook 


for future. additional dividend payments, 
are analyzed in a special letter issued by 
W. E. Hutton & Co., members N. Y. Stock 
Exchange, 61 Broadway, N. Y. Wabash 
since its reorganization is one of the most 
attractive of the low-priced rails. 

Toole, Henry & Co., 120 Broadway, New 
York, have prepared a careful analysis of 
the sugar situation which may be had on 
request. 

Wm. A. Titus & Co., 43 Exchange Place, 
New York, have issued for distribution to 
investors a special circular on the Pacific 
Sugar Corporation, which will be mailed on 
request. 


Semi-Speculative Stocks 


B.C. _D, Philadelphia, Pa—Allis 
Chalmers Pfd., paying 7% and_ yield- 
ing 8.2%, is another attractive semi-speculative 
investment. The stock is protected by a large 
margin of earnings. There is a considerable 
amount of accrued dividends to be paid off, 
and the fact that these are being paid off 
affords the possibility of a larger return than 
is indicated by the dividend. We have in 
mind no lower priced dividend paying se- 
curities which we consider attractive unless 
you want to go into very low priced mining 
shares such as Cresson Gold or some of the 
silver stocks like Nipissing and Kerr Lake. 
All of these we can recommend as good of 
their class. 


Tobacco Products 


Tobacco Products is slated for an advance 
on pool operations according to Street gossip 
and it is not unlikely that this stock will be 
put up. It yields readily to market manipula- 
tion and the interests who are back of the 
moves are usually strong ones. We do not 
think there is much chance of the stock going 
on a dividend-paying basis in the very near 
future. It is risky, but has speculative pos- 
sibilities. 


Submarine Boat 


B. M. O., Meadville, Pa—The dividend has 
not yet been passed by the Submarine Boat 
Corporation, but there have been rumors re- 
cently that it will be passed or cut at the 
next directors’ meeting. These rumors have 
accounted to some extent for the decline in 
the stock, but it is our opinion that the stock 
is simply reflecting the realization of the fact 
that it has been selling much too high. 

There is little actual information as to the 


financial position and earnings of the Subma- 


rine Boat Corporation. It has been a “war 
bride” pure and simple and when the war 1s 
over, it is likely that whatever prosperity it 
has enjoyed will be over with. 

You are under misapprehension as to the 
stock paying $6 quarterly. The dividend rate 
is $1.50 quarterly or $6 a share per annum. 
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Advance-Rumley 


K. R. W., Larchmont, N. Y.—Advance- 
Rumley is essentially a peace stock. The 
company is engaged in the manufacture of 
agricultural implements and, in the event of 
peace, we are of the opinion that this field 
will be greatly enlarged. The company was 
reorganized in 1915 and was placed in a very 
strong position. Fixed charges were great- 
ly reduced and the tremendous amount of 
water in its stocks was squeezed out. 
The new company has not paid any divi- 
dends as yet and reports of its earnings are 
made public only once a year, but we under- 
stand they are increasing. The stocks of 
this company have excellent speculative pos- 
sibilities, in our judgment. 


Lehigh Valley 
L. M. T., Boston, Mass.—Lehigh Valley’s 


earnings for 5 months indicate net for the full 
fiscal year to end June 30 next of 11.52% on 
the common stock as compared with actual 
earnings of 12.65% last year, 10.45% in 1914- 
15, 11.65% in 1913-14 and 14.46% in 1912-13. 
Dividends have been paid, as you know, at 
the rate of 10% per annum since 1912. This 
road will benefit greatly, of course, if high 
coal prices continue, since it has large inter- 
ests in coal properties. There is a government 
suit under the Sherman Law pending against 
the company to force it to divorce its coal 
properties, but this suit has been decided 
against the government in the law courts al- 


ready. 

Lehigh Valley will probably apply all surplus 
revenues for some time to come to the build- 
ing up of its property and the strengthening 
of its financial position, so that we do not 
think an increase in the dividend rate may be 
expected in the near future, even if earnings 
should warrant it. 








Who Sprung the “Leak” in the Ship of State ? 





MEMBERS OF “LEAK” COMMITTEE 


Left to right, standing—Martin D. Foster, Byron P. Harrison, William S. Bennett and 


B. M. Chiperfield. 


Left to right, sitting—James C. Cantrill, Finis J. Garet, Robert L. Henry, Philips P. 


Campbell, Irving L. Lenroot. 


ere are the legislators who have set out to find and caulk the “leak” leadin 
Street. That they have embarked upon a difficult enterprise is obvious dines a 


into Wall 
all Street - 


leak is something that everyone knows about in general and no one in i i 
particular. But their 

stern and resolute aspects bodes no good for those wh h turned i i 

through “advance information” from Washington. — + aes ee 
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Preferred Stocks as Investments 


Some Comparisons Between the Preferred Stock Issues of the 
Railroads and the Industrials 





By RICHARD HOADLEY TINGLEY 


. 





investment houses was once told 

by one of his superiors to go out 
and get the latest quotations on “Penn- 
sylvania Railroad Preferred.” It is need- 
less to say that he returned without the 
desired quotations, but better informed 
regarding the stock issues of the Penn- 
sylvania. The P. R. R. has no preferred 
stock, either outstanding or authorized. 


A NEW clerk in one of the Wall Street . 


tiquity. In the early history of corporate 
affairs of this country, preferred shares 
do not play a part, nor is their use now 
anything like universal, many corpora- 
tions of all the classes appearing to get 
along very nicely without them. 

In the evolution of corporation financ- 
ing it has often been found necessary to 
offer certain original investors, investors 
in preliminary money, so to speak, some 








TABLE I 


SOME RATIOS OF PREFERRED TO COMMON SHARES AUTHORIZED 
Par Values 


Name of Company 

American Beet Sugar 

American Cities Company 
American Gas & Electric Co 

Brush Electric Company 

Cities Service Co., outstanding 
Cities Service, Subsidiaries, Outstanding 
Chicago, Burlington & Quincy R. R 
Continental Motors Company 
Denver & Rio Grande R. R 

Denver Gas and Electric Light 
Northern States Power 

Southern Counties Gas 
Southwestern Power and Light 
Texas Power and Light 

Utah Light and Power 

United Gas and Electric 

Western States Gas and Electric 
Western Pacific Railroad 


Common 








It has, however, plenty of other securi- 
ties that from time to time are offered to 
the public, and if preferred stocks are 
wanted, there are plenty to be had of the 
issues of other companies, railroad, utili- 
ties, industrial and otherwise, and good 
ones, too. 


Preferred Stocks, Their Origin and 
Application 


The origin of the practice of issuing 
preferred stocks seems to be lost in an- 


special inducement in order to secure 
their interest and co-operation. Pre- 
ferred shares were invented to meet this 
contingency, the recipients of such 
shares, in return for their money in ad- 
vance of assured returns, often receiving 
handsome bonuses in the common stock 
of the company; thus assuring to them 
not only a first call on the profits of the 
enterprise, but a share in the general 
profits as well, This arrangement has 
worked out equitably for all concerned. 


(612) 
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Additional inducement is always needed 
in order to secure the interest of capital 
in an untried venture, whether it be a 
railroad, utility or otherwise, for untried 
enterprises are in the speculative class 
and cannot and will not be measured by 
the same yard stick with which seasoned 
enterprises are measured. 

The preferred share habit having been 
formed, however, its application has been 
drawn somewhat away from the necessity 
that gave it birth, and in these days of 
reorganizations, consolidations and mer- 
gers of business, both big and little, the 
issue of preferred shares to certain priv- 
ileged persons or corporations has be- 
come popular. Indeed, most of the pre- 


depict. There are cumulative and non- 
cumulative ; voting and non-voting ; pre- 
ferred shares that are entitled only to 
the first call on earnings to the amount 
of a fixed and stated percentage, and 
those that, in addition to this feature, are 
entitled to a further share in profits, 
under certain conditions, after the com- 
mon stock has been settled with to a 
stated amount; there is preferred stock 
that is preferred as to dividends only, 
and other varieties that are preferred as 
to distribution of assets as well, in case 
of sale or of liquidation of the property ; 
there are first preferred and there are 
second preferred shares, there are pre- 
ferred shares that carry dividends of 5 











TABLE II 
RECORD OF SOME INDUSTRIAL PREFERRED STOCKS, NOT IN THE SPECULATIVE 
CLASS. 


Preferred 
Years of Pre- Dividends Preferred Divi- 
Paid, % dends Earned % $ 
63.50 


Name of Company ferred Dividends 
American Beet Sugar . 

Am. Smelting & Refining.. 17 
American Sugar Refining.. 27 
American Tobacco 1 
American Woolen 

General Chemical 

National Biscuit 

National Lead 

Pressed Steel Car 

Railway Steel Spring 

Sears Roebuck ............ 


NNW AAA AAA AAI 


Price 


100 
117 
119 
111 

97 
116 
127 
116 
104 
101 
126 
113 
121 
125 


28.80 
11.99 
21.32 








ferred share issues that are so well 
known now to the investing public are 
the result of such creations, and many 
of them have long since passed out of, 
and beyond, the speculative stage, and 
are now regarded among the high class 
investments. 

To be sure, preferred shares .can never 
be classed in the same category with 
bonds based on mortgage of real prop- 
erty, but when high yield is insisted 
upon by investors who are satisfied that 
someone else should hold the mortgage 
over them (at a much lesser yield), good 
seasoned, preferred shares hold a premier 
place, and rightly. 


Different Varieties of Preferred Stocks 


There are almost as many varieties of 
preferred shares as the imagination can 


per cent, 6 per cent, 7 per cent, 8 per 


cent, or more. There are preferred 
shares that carry enticing redemption 
features at certain stated periods, often 
of an amount considerably in advance of 
their par value, and considerably more 
in advance of the price at which they 
were originally put out to the public, and 
there are preferred shares that can be 
converted into the bonds of the issuing 
company under certain stated conditions. 

No uniformity of practice exists either 
as to the relative amount of preferred 
stock that shall be issued with the com- 
mon, nor the proportion that those two 
classes shall bear towards one another. 
This fact is brought out in Table I 
showing some of the well-known issues, 
taken almost at random, apparently, 
demonstrating that this ratio is depend- 
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ent almost on the whim of the parties 
controlling the issue. 


Yield of Preferred Stocks 


Custom, usage and experience have 
laid down certain fundamental formule 
that are apt to be followed in the selec- 
tion of securities for investment. It goes 
without saying that the object sought is 
the highest yield compatible with safety ; 
securities that will permit the holder 
thereof to sleep well o’ nights. Since 
some people, however, sleep better than 
others, the comparison can have only a 
limited and restricted application. The 
laws of most States have fixed upon cer- 
tain requirements regarding securities 
that are legal for trust fund investments 
and preferred shares, even of corpora- 
tions having the best of reputations for 
past performances, are not found on this 
list. 

For the ordinary investor who is, at 
the same time, a reasonably good sleeper, 
the well-seasoned preferred shares of a 
very large number of corporations, rail- 
road, utilities and industrial, offer a se- 
curity that is well recognized as the pres- 
ent activity in the market for these shares 
will testify. 

Railroad Preferred Shares 


Notwithstanding the fact that the rail- 
roads have been the object of attack from 
all sides for a number of years, their pre- 
ferred shares have stood the test remark- 
ably well, and have shown comparatively 
little fluctuation in price when contrasted 
with many other securities. 

The issuing of capital stock of a rail- 
road company, both common and pre- 
ferred, is controlled by the laws of the 
State in which it is incorporated. The 
laws of these States vary widely in their 
provisions and requirements. In nearly 
every State, the railroad and utilities 
commissions have absolute authority over 
the issue of stock, both original and ad- 
ditional, the amount that shall be issued 
and the price the railroad company must 
receive for it. Inconvenient and annoy- 


ing though it may be to the company, 
this feature has worked out well in most 
States, to the advantage of the investor, 
who is thus reasonably assured against 
over-capitalization. 


Although the State, 






in exercising such strict regulatory su- 
pervision over the issue of stocks, does 
not make any guarantee as to safety, 
returns and other features, yet, on the 
whole, the regulatory measures in vogue 
by the States have generally worked out 
to the benefit of the investor, as against 
the stocks of railroad companies that 
were issued before the advent of modern 
regulation. 

Notwithstanding this fact, the rail- 
roads have been, and are, sadly handi- 
capped in their operations by reason of 
having to deal with so many different 
masters (State regulatory boards), each 
with different laws, forms and manners 
of regulation. These laws often conflict 
with one another, so that, operating in 
many different States, as most of our 
trunk lines do, they frequently find great 
difficulty in adjusting themselves to meet 
the multiplicity of conditions and de- 
mands. A reform in this matter is ur- 
gently needed, and it is to be hoped that 
the movement now on foot for Federal 
incorporation of all railroads and the re- 
moval from State commissions of their 
control over the corporate affairs of the 
interstate railroads will soon become an 
accomplished fact. The holder of the 
preferred railroads stocks will then 
know, at least, that there is a responsible 
central regulatory body at Washington 
that has passed on the issue he holds, 
rather than some State commission, often 
composed of men with no particular fit- 
ness for the positions they hold, appoint- 
ees, the result of local political patronage. 


Industrial Preferred Shares 


In ‘viewing the position of the indus- 
trials, a different angle must be taken 
than when the railroads are under con- 
sideration. Industrial operations come 
in the class of “unregulated” business, 
or, rather, the regulation to which they 
are now subjected is insignificant when 
compared with that to which railroad 
and public utilities affairs have to con 
tend. 

Comparing the stock dividend possi- 
bilities of regulated business with those 
of the unregulated sort, a wide contrast 
is seen. Regulation extends solely to 
the public utilities companies (and in this 
class, the railroads really belong, al- 
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though current terminology has seemed 
to separate them), and because of the 
public utility feature, must be restricted 
as to the dividends they are permitted 


to earn and declare. The courts have 
said that public utilities companies are 
entitled to earn a “reasonable return,” 
on a “fair valuation.” This “reasonable 
return” has been fixed by some arbitrary 
means at somewhere between 5 per cent 
and 6 per cent, all surplus earnings that 
might otherwise have beeen made being 
required to go to the public in the form 
of reduced rates. 

On the other hand, industrial, mer- 
chandizing, and similar companies are 
unrestricted as to dividends they may 
earn and declare. The blue sky is their 
limit, and, during the year just passed 
we have seen examples where this limit 
has been nearly reached. The common 
stock of such companies is, of course, 
most violently affected, but the preferred 
shares also have come in for a round 
quota of benefit partly out of sympathy 
and partly by reason of real additional 
value that has been accrued. 

For these reasons, the preferred stocks 
of industrials, although their yield is 
often and usually in advance of that of 
the railroads and other utilities, can never 
be as popular with the conservative in- 
vestor as the seasoned shares of regu- 
lated business. 





Any investor knows, or ought to know, 
that the skyrocket stocks, be they com- 
mon or preferred shares, are not safe 
and conservative holdings, and that their 
possession is not conducive to sound 
sleep. 

A little care, however, in selection 
may be exercised, and, in connection 
with the preferred shares of some of the 
railroads and other utilities, many good 
shares of industrial preferred stocks may 
be held; preferred shares that have not 
put themselves in the skyrocket class, 
and that have a long record to the good. 
Table II gives some of the preferred 
shares that are in this class. 


Conclusions 


A sharp and well defined line is al- 
ways drawn between securities for in- 
vestment and speculative securities. 

In the former class can be placed a 
very large number of the preferred 
shares of the railroads, and also a very 
large number of the preferred shares of 
those of the industrials that have not be- 
come addicted to the skyrocket habit. 
This latter class, however, are well 
enough to hold and own, when taken in 
connection with plenty of the seasoned 
issues. By no stretch of the imagination, 
however, can they be entirely removed 
from the speculative class. 








Why People 


Are Fleeced 


If people get “fleeced” the fault lies either with their own get-rich-quick 








greed in buying highly speculative or unsound securities, or with going into 
the market beyond their depth or with exercising poor judgment as to the 
time of buying and selling, or, finally, with the wiles of outside promoters or 
unscrupulous financiers. 


This is the age of publicity, whether we like it or not. Business and 
business men must come out of their old-time seclusion; they must vindicate 
their usefulness; they must prove their title; they must claim and defend 
their rights and stand up for their convictions. Nor will business or the 
dignity of business men be harmed in the process. No healthy organism is 
hurt by exposure to the open air.—Otto H. Kahn. 


























Investment Offerings 





[Under this caption we will publish from time to time a list of what we regard as con- 
servative investment offerings by firms of unquestioned reliability. These securities will be 
of the type that should interest investors who regard safety of principal as the primary con- 
sideration in making their commitments.—Editor.] ; 





UNITED KINGDOM OF GREAT BRITAIN 
AND IRELAND, $250,000,000 One-Year and 
Two-Year 544% Secured Loan, convertible gold 
notes, dated February 1, 1917, and due $100,- 
000,000 February 1, 1918, and $150,000,000 Feb- 
ruary 1, 1919. Principal and interest payable 
at the office of J. P. Morgan & Co. Convertible 
upon notice at the option of the holder, at any 
time before maturity, or (if called for earlier 
redemption) at any time until and including 
the date of such redemption into twenty-year 
542% bonds of the United Kingdom of Great 
Britain and Ireland, payable February 1, 1937, 
and not subject to prior redemption. Principal 
and interest of the notes and of the bonds 
into which they may be converted, is to be pay- 
able without deduction for British taxes, pres- 
ent or future, in New York, in United States 
gold coin, or, at the option of the holder, in 
London in sterling at the fixed rate of $4.86%4 
to the pound. 

Coupon notes in denominations of $1,000, 
$5,000 and $10,000. Redeemable at the option 
of the Government, in whole or in part, on 
thirty days’ notice, as follows: from February 
1, 1917 to January 31, 1918, one year notes at 
101 and interest, two year notes at 102 and in- 
terest; from February 1, 1918 to January 31, 
1919, two year notes at 101 and interest. The 
notes are to be secured by pledge of securities 
approved by J. P. Morgan & Co., having an ag- 
gregate value of not less than $300,000,000, cal- 
culated on the basis of the then prevailing rate 
of exchange. Offered, one year notes at 99.52 
and interest, yielding 6%, and the two year 
notes at 99.07, yielding 6%, by J. P. Morgan & 
Co., First National Bank, National City Com- 
pany, Brown Brothers & Co., Harris, Forbes & 
Co. Wm. A. Read & Co., Kidder, Peabody & 
Co., J. & W. Seligman & Co., Lee, Higginson & 
Co., Kissel, Kinnicutt & Co., White, Weld & 
Co., Lazard Freres, Guaranty Trust Company, 
Farmers’ Loan & Trust Co., of New York; and 
by Union Trust Co. of Pittsburg, Central 
Trust Co. of Illinois, of Chicago, Continental 
and Commercial Trust and Savings Bank of 
Chicago, Marine National Bank of Buffalo, 
First and Old Detroit National Bank of Detroit. 

OHIO STATE TELEPHONE CO., $5,000,000 
Consolidated and Refunding Mortgage Sinking 
Fund Gold Bonds, 4% to July 1, 1917 and 5% 
thereafter, dated July 1, 1914 and due July 1, 
1944. Authorized amount of issue is $20,000,- 
000, outstanding $5,000,000. Coupon and regis- 
tered bonds interchangeable. Callable in lots 
of not less than $500,000 at 105 and interest, at 
102 and interest if moneys from sale of released 
property are applied to redemption of bonds; 
and at 100 and interest for Sinking Fund pur- 
poses if sufficient bonds are not offered to it 
at par or less. Company pays Normal Federal 
Income Tax and refunds State of Pennsylvania 
four mills tax. Bonds approved by and Com- 
pany operates under the Public Utilities Com- 
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mission of Ohio. Offered at 83% and interest 
which, beginning July 1, 1917, will yield 5.40%, 
by Otis & Co, Cuyahoga Bldg. Cleveland, 
Ohio, and Bodell & Co., of Providence, Bos- 
ton and New York. 


UNITED STATES RUBBER COMPANY, 
First and Refunding Mortgage 5% Gold Bonds, 
Series A, due January 1, 1947. Issued in denom- 
inations of $1,000, $500 and $100 with privilege 
of registration as to principal and exchangeable 
for bonds (in denomination of $500 and larger) 
registered as to both principal and interest. 
All but not part of the Series A bonds out- 
standing may be redeemed on any interest date 
on and after January 1, 1920 upon 90 days’ 
notice at 105 and interest. Offered by Kuhn, 
Loeb & Co., of New York, and Kidder, Pea- 
body & Co., of Boston, at 96°4% and accrued 
interest to yield over 5.20%. Any of the bonds 
now to be refunded by this issue will be ac- 
cepted in payment for new bonds upon a 4% 
interest basis to maturity. 


EMPIRE REFINING CO., First and Collat- 
eral Trust Ten Year Sinking Fund 6% gold 
bonds, dated February 1, 1917, due February 1, 
1927. Redeemable until and including Febru- 
ary 1, 1921 at 104 and thereafter until and in- 
cluding February 1, 1924 at 106 and thereafter 
until maturity at 108. Authorized issue $10, 
000,000, presently to be issued $7,000,000. Guar- 
anteed as to principal and interest and sinking 
fund payments by endorsement on each bond 
by Empire Gas & Fuel Co., of Del. Offered at 
100 and interest to yield 6% by Montgomery, 
Clothier & Tyler, of New York and Philadel- 
phia, Kissel, Kinnicutt & Co. of New York 
and Chicago, and Henry L. Doherty & Co., of 
New York. 


SOUTH CAROLINA LIGHT, POWER AND 
RAILWAYS CO., First Mortgage 5% Sinking 
Fund Gold Bonds, dated November 1, 1912, 
and due May 1, 1937. Denominations of $1,000, 
redeemable at 105 and interest on any interest 
date. Offered by A. B. Leach & Co. 149 
Broadway, New York City. 

CITY OF CLEVELAND, Grade Crossings 
442% Bonds, offered by Farson & Son, 115 
Broadway, New York City, at prices to yield 
from 3.50% to 3.80%. 

JAMES STEWART & CO., OF N. J., $600,- 
000 Marine Equipment 6% Trust Notes, matur- 
ing 1917-1921, redeemable on May 1 of any 
year on 60 days’ notice at 101 and interest. Of- 
fered by Peabody, Houghteling & Co. 10 
S. La Salle Street, Chicago, Ill. Notes matur- 
ing in 1917 offered to yield 5%, notes maturing 
in 1918 to yield 54% balance at par and 
interest. 

GOVERNMENT OF NEWFOUNDLAND, 
Three Year, 5% gold bonds, due July 1, 1919, 
offered by Lee, fete & Co. at price to 
yield 5.65%. 





























Bond Inquiries 





Missouri, Kansas & Texas ist 4s 


J. C. R., Pottstown, Pa.—Missouri, Kansas 
& Texas Ist Mtge. 4s are in default, the in- 
terest payment due December 1, 1916, not 
having been paid. This road, as you doubt- 
less are aware, is in receivership. No reor- 
ganization plan has as yet been definitely de- 
cided upon, and it is uncertain what the exact 
status of these bonds will be under any such 
reorganization. Under the circumstances, we 
do not regard the bonds with favor and would 
not suggest your purchasing them. If you are 
a holder, it would be to your advantage to sell, 
as the chances, we believe, favor the bonds 
going lower. 





Southern Pacific Conv. 4s and 5s 


K. U. M., Paterson, N. J—Southern Pacific 
Conv. 4s are convertible into common stock 
on or before June 1, 1919, at $130 per $100 
share. The possibility that the conversion fea- 
ture will become valuable within that time is 
a remote one, in our judgment. The bonds 
are well secured and are a good investment, 
but the speculative possibilities are very slim. 

The Convertible 5s, which are convertible 
into stock at par until June 1, 1924, are the 
most attractive convertibles of this road. They 
are an exceptionally well secured bond. 





Southern Railway Gen. Mortgage 4s 

Southern Railway Gen. Mortgage 4s are a 
fairly attractive purchase around their present 
level. There is no reason, as we see it, for 
the bond selling so low, except for the fact 
that they are not in a strong investment posi- 
tion as many other railroad bonds returning 
approximately the same rate of interest. 
Southern Railway is at present prospering and 
its future is optimistic. The issue is secured 
by practically the entire Southern Railway 
system and, although subject to many under- 
lying liens on the bulk of the mileage, they 
may be considered to be fairly well protected. 
Although they cannot be regarded on a high 
investment plane, the continued development 
of traffic on the system should contribute an 
important strength to the bond. A fairly good 
margin of safety has recently been shown, and 
the indications are that it will be maintained 
in the future. The new 4%s, for which these 
bonds are to be exchanged, is secured by the 
same property, etc. We agree with you that 
this bond is selling a little out of line with its 
true value and see no reason why they should 
not appreciate in value, if the earnings of 
the company continue good. 





A 6% Bond 


K. W. R, New York City—Usually no 
bonds yielding 6% or over may be regarded 
as entirely safe investments. The fact that 
the yield is so high precludes this and puts 
them into the speculative class. However, we 


regard Seaboard Airline 6s, on which we are 
enclosing a circular, as very attractive and as 
a good business man’s investment. 
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Investing in Bonds 


J. K., New York City—So far as safety is 
concerned, there is no criticism to make of 
your selection of stocks and bonds for invest- 
ment, but we would suggest that if you are 
desirous of obtaining something which is 
likely to show very slight fluctuations, you do 
not choose Northern Pacific, Southern Pacific, 
Southern Pacific Convertible 5s, or Delaware 
& Hudson stock. These, in our judgment, are 
likely to sell considerably lower in a period 
of depression which may overtake the market 
after the war. 

Regarding Southern Pacific Convertible 5s, 
these have very attractive speculative possi- 
bilities, and that, of course, would make up 
for the risk that an investor would take in 
seeing them decline. We think that if you 
are prepared to hold them through a decline 
that they would eventually prove a very 
profitable investment. 

We also suggest the following as deserving 
your consideration: 


Price. Yield. 
Kansas City Southern Rfd. 5s 90 5.65% 
Virginian Railway Ist 5s.... 100 5.00% 
Dominion of Canada 5s...... 100 5.00% 


The latter are comparatively short term is- 
sues, the bonds being due in 1921, 1926, 1931. 





Some Unlisted Bonds 


B. T. M., St. Louis, Mo.—Union Terminal 
Co. (Dallas) Ist 5s are an excellent business 
man’s investment, in our judgment. The 
bonds are a first lien on all of the property 
of the company and are additionally secured 
by assignment to the trustee of a 99-year 
operating agreement, under which the rail- 
ways running into this terminal agree to pay 
their proportionate share of the interest 
and principal of the bonds. Under the terms 
of the operating agreement, if any company 
should default in the payment due for prin- 
cipal or interest, the remaining companies 

agree to make good any defaulted payments. 

Upon a default by one of the companies the 
terminal company shall have power to ex- 
clude the defaulting company from the use 
of the terminal facilities. 

Kinloch Long Distance Telephone Co. of 
Missouri Ist 5s are a sound investment issue 
in our opinion. The bonds are secured by 
all property, including real estate, fran- 
chises, rentals and the entire capital stock 
of the Kinloch Long Distance Telephone 
Co. of St. Louis. These bonds are entitled 
to a high rating. 

Keystone Steel & Wire convertible 6s are 
well secured and are a very good investment. 
The company has an excellent record and 
these bonds are entitled to a good rating. 

St. Louis Suburban Railway Cons. 5s are 
well secured, and we believe would be amply 
provided for even in the event of a receiver- 
ship by the parent company. However, it 
is always more or less unpleasant to carry 
bonds through a reorganization, no matter 
how well they are secured. 
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Brooklyn Rapid Transit 


Decline in the Stock and the Reasons—Burden of Increasing 
Fixed Charges—New Lines and Their Effect on Invest- 
ment Position of the Stock 





By A. U. ROSENTHAL 





UCH has been said in these col- 
umns about “Sleeping Investors.” 
Investors satisfied that their stock 

is paying dividends sleep on branding 
all warnings as trouble-seeking and fault- 
finding. They cannot see beyond the nose 
on their faces and do not care to. What 
has happened to investors of this class 
in stocks like New Haven, Rock Island, 


investment, but the man who investigates 
a company’s operations and determines 
the effect of these operations on a com- 
pany’s future is the one who cuts losses 
on his investments to the minimum. In 
short, a careful and successful investor 
is constantly on the lookout for “danger 
signals.” 

Are there any danger signals in B. R. 





B. R. Ts New Sea Beach Line (foreground) to Coney Island and New City-Owned Line (back- 
ground), Operated by B. R. T. 


etc., is too well known to call for further 
comment. Investors who consider them- 
selves up to date glance at the balance 
sheet of their company, note that divi- 
dend requirements were earned, a small 
surplus reported and are satisfied. Is 
this enough? Experience teaches us that 
almost as much money is lost by just 
such arbitrary methods of investigation 
as by no investigation at all. The veriest 
amateur can see that a stock pays good 
dividends and shows a high yield on the 
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T.? About a year ago an article in THE 
MAGAZINE OF WALL STREET called atten- 
tion to the fact that the outlook for 
Brooklyn Rapid Transit earnings was not 
encouraging. The author stated that, 
“Considering Brooklyn Rapid Transit’s 
earnings, which for several years have not 
been greatly above the 6 per cent annual 
disbursement, the stock does not appear 
as an especially attractive investment or 
speculation. At its present level of 87 it 
is yielding but 6.9 per cent. And with 
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the extensive program of expansion the 
road now has under way, involving the 
expenditure of huge sums, considerable 
time is likely to elapse before the growth 
in traffic offsets the present large outlay 
for new construction.” Danger signals 
were detected at that time and are even 
more apparent now. 

In the first place the market action of 
a stock is often the best indicator of 
coming events. Slowly sagging from its 
high of 95 in 1915 the stock steadily 
sank to around 81, until at this writing 
the decline culminated in a sharp drop 
of four and one-half points to the lowest 
level it has sold in years. Much com- 
ment was occasioned by the sudden weak- 
ness in the stock and rumors began to 
go around that the dividend may be re- 
duced. It is true that a marked decrease 
in surplus for the first six months of the 
current fiscal year was reported, but offi- 
cials of the company state that there is 
no danger of the dividend being reduced 
at the present time. In the past year 
practically every bid for the stock was 
quickly supplied and while there was no 
urgent selling, plenty of stock was al- 
ways for sale. There seems to be plenty 
of stock for sale yet around the lowest 
levels and the market on the way down 
is remarkably thin. Why is this? Earn- 
ings, while not as good as last year, are 
large enough to amply cover dividend re- 
quirements. The only answer can be that 
intelligent investors are detecting “dan- 
ger signals.” There is always a reason 
for a stock with such good record selling 
on such a high yield basis. Let us try 
to discover this reason and determine 
what action should be taken by holders 
of the stock. 


History and Growth 


Despite political interference of the 
most ruinous sort, Brooklyn Rapid Tran- 
sit took under its wing a varied collec- 
tion of trolley lines, elevated railroads 
and steam railroads, some successful, 
others bankrupt, and whipped them into 
shape until to-day the lines controlled by 
the parent company comprise the largest 
and best transportation system of any city 
in the world. The company incorporated 
in 1896 as the legal successor of the old 
Long Island Traction Company, ac- 


quired all the capital stock of the sub- 
sidiaries of that company and in addition 
acquired the stocks of several other com- 
panies at different times until it now 
owns or has control by leases or other- 
wise the following companies: The 
Brooklyn Heights R. R., Brooklyn, 
Queens Co. & Suburban R. R., Nassau 
Electric R. R., Coney Island & Graves- 
end Railway, Coney Island & Brooklyn 
R. R., South Brooklyn R. R., N. Y. Con- 
solidated R. R., Brooklyn City R. R., 
Prospect Park & Coney Island R. R., 
and several others. The combined mile- 
age of all the companies in the Brooklyn 
Rapid Transit system is approximately 
727 miles. 

The remarkable growth of B. R. T. 
can only be appreciated when it is taken 
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into consideration that many of its pres- 
ent subsidiaries operated at a continual 
loss. Many of these companies built lines 
in practically uninhabited districts and to 
keep from actual bankruptcy charged ex- 
horbitant fares. B. R. T. immediately 
reduced the fares to outlying districts 
and bettered the service until they suc- 
ceeded in building up these sections, so 
that lines running to remote districts are 
operated at a profit despite reduced fares. 
Passengers carried steadily increased 
from about 400,000,000 in 1907, 1908 and 
1909 to over 600,000,000 at the present 
time. Formerly it cost 35 cents to Coney 
Island, now it is only 10 cents and even- 
tually it may be reduced to 5 cents. Truly 
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wonderful considering the comparatively 
short time in which such changes were 
accomplished. 


Financial Status 


B. R. T.’s earnings, in conjunction 
with the improvement in transportation 
facilities, have grown steadily and con- 
sistently with only one slight setback in 
1915. Although gross earnings in 1915 
were larger than in 1914, due to the in- 
clusion of full year earnings of the Coney 
Island & Brooklyn Line, net for 1915 
was $11,906,020, as against $12,015,469. 
In 1916, however, earnings were better 
than ever before. Gross revenue was 


27,791,420, compared with $26,300,149 
for the preceding year and net increased 
from $11,906,020 to $12,693,570. The 
large gross earnings for 1916 did not 
materially increase the surplus for the 


$585,849, or from $3,341,533 for the first 
six months in the 1916 fiscal year to $2,- 
755,684 for the corresponding period this 
year. It can easily be seen that unless 
gross earnings keep up their already 
somewhat abnormal pace, dividend re- 
quirements for the current year will be 
barely earned. The fact that fixed 
charges are rapidly outstripping gains in 
gross and in all probability they will con- 
tinue to do so for some time at least, is 
certainly a cause for considerable alarm. 

The foregoing is more or less common 
knowledge. We are looking for the 
cause of the trouble and whether or not 
there is cause for apprehension as to the 
future. 


B. R. T.’s New Lines—The “Bugbear” 


In March, 1913 the New York Munic- 
ipal Railway Corporation, the building 








TABLE I 
B. R. T’S COMPARATIVE EARNINGS 


Net 
Op. Rev. 
$12,097,512 
11,339,768 
11,469,735 
11,229,423 
10,523,860 


Gross 
Op. Rev. 
esos $27,791,420 
.see+ 26,300,149 
. 25,464,288 
24,062,879 
23,135,919 


Other 
Income 


$596,058 
566,252 
545,734 
429,356 
408,622 


Balance of 
Charges 

$5,611,832 
5,512,561 
5,315,705 


Total 
Income 
$12,693,570 
11,906,020 
12,015,469 
11,658,779 


Surplus 


$1,144,514 
1,045,243 


9,639,495 
9,058,850 
8,234,378 
7,701,207 
7,473,819 
18,473,328 7,451,608 


389,671 
353,807 
605,817 
677,824 
555,166 


323,935 7,775,553 








year, owing to the fact that fixed 
charges took a disheartening jump. 
A marked decfease in fixed charges 
was noted in 1914 and 1915, dropping 
to approximately the amount in 1908. 
However, the funded debt increased from 
$100,466,427 in 1915 to $120,466,428 in 
the last fiscal year. Hence, the increase 
of nearly $700,000 in fixed charges. Net 
earnings for the first half of the current 
fiscal year, however, show a decided fall- 
ing off. While gross earnings have 
increased steadily each month, heavy 
taxes, wage increases and additional in- 
terest charges on account of additional 
rapid transit lines placed in operation, cut 
so deeply into these earnings that sur- 
plus after charges for the six months 
ending December showed a decrease of 


subsidiary of the Brooklyn Rapid Tran- 
sit, executed four contracts with the city 
of New York, starting thereby the great 
Dual-System. Under these contracts the 
city agreed to construct, at its expense, 
three Rapid Transit railroads, namely, 
the Broadway-Fourth Avenue Line, the 
Culver Line, a branch of the Fourth 
Avenue subway to Coney Island and the 
Fourteenth Street-Eastern _—. The 
company agreed to fully equip the new 
fier wad par fod $13,500,000 to their 
construction. In addition to this, the 
company agreed to construct and equip 
at their own expense several other elevat- 
ed lines and add certain additional tracks 
upon the present elevated system. Many 
minor provisions providing for connec- 
tions and reconstruction of roads and 
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equipment are included. The total cost 
of operations under the contract approxi- 
mates $165,500,000. Out of this total the 
B. R. T. contributes $65,000,000, besides 
the contribution of existing rapid transit 
railroads. 

The city is to lease the constructed 
lines to the company for a period of 49 
years from the first of this year (with a 
provision to recapture after ten years) 
and the company contracts to operate 
these lines in connection with its existing 
lines as one system and for a single fare. 
There will be approximately 293 miles 
of track in the new system (including 
trackage rights enjoyed mutually with 
the Interborough Rapid Transit Co.) of 
which the city will own 133 miles. The 
annual net revenue remaining after de- 
ducting operating expenses, taxes and 
depreciation will be applied to interest 
charges on the capital invested by the 
city and the company, and any surplus 
remaining, after making provision for a 
moderate contingent reserve fund, is to 
be divided equally between the city and 
the company. 

There is no doubt that this wonderful 
new system will in the long run be a 
profitable investment, but its immediate 
effect on B. R. T. is more or less disas- 
trous. The margin of safety over divi- 


an elephant on their hands for some time 
to come. 


Position of the Stock 


The question, therefore, crystalizes it- 
self into what should the approximately 
9,000 stockholders do about the situation 


8.R.T. STOCK PRICE RANGE 
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and how much further is their principal 
likely to be impaired. The decline in 
the stock to around its present level of 
78 may have discounted some of the un- 
favorable factors in the situation, but in 








TABLE II 
CAPITALIZATION OUTSTANDING OF B. R. T. 


1916 1915 1914 


1913 1912 1911 1910 


Cap. Stock... $74,455,218 $74,455,218 $74,455,218 $49,013,218 $44,837,218 $44,853,772 $44,853,772 


Stock of Con- 


stituent Cos.. 1,120,109 1,120,809 


1,136,309 


824,009 816,609 842,609 842,609 


Fund. debt... 120,466,428 100,466,427 100,972,427 120,434,540 84,362,540 84,415,540 84,415,540 








—=__——— 
dend requirements is not large at present 
and this steady increase in fixed charges 
will sooner or later affect net earnings 
severely. Gross earnings may continue 
large, but fixed charges are mounting at 
such a rapid rate that the safety of the 
dividend is being rapidly impaired. 
Deficits are being shown on the opera- 
tions of these new lines and even officials 
of the company do not believe that more 
than interest requirements, after fixed 
charges, can be earned for at least ten 
years. Instead of helping the company’s 
earnings the new dual system may prove 


my opinion, there is plenty of room for 
a further decline. 

In view of the fact that B. R. T.’s 
fixed charges are rapidly mounting and 
are more likely to increase than de- 
crease, that earnings are not likely to be 
materially larger, or at least will not be 
able to keep pace with the growth in 
fixed charges, and that a comparatively 
small margin, even under the most favor- 
able conditions, is shown over dividend 
requirements, the stock at this time is 
not in a position to commend itself to 
careful investors. 











Electric Light and Power Bonds 


Heavy Demand for This Class of Securities—How the Cen- 
tral Stations Helped the Industrial Companies 





By JOHN E. LIGGETT 





HE demand for bonds of electric 
light and power or central station 
generating and distributing com- 

panies has never been so heavy as now, 
and bond houses are finding difficulty in 
supplying the demand for this class of 
securities. 

One of the pricipal causes for this de- 
mand for these bonds is the great growth 
in earning power of these companies. 
For the first time in the history of the 
electric central station industry in this 
country the companies have had an op- 
portunity to show what they are capable 
of doing in supplying central station 
energy for large industrial plants. For 
many years they have been trying to 
break into the industrial power field, but 
have never been able until recently, ex- 
cept in a few isolated instances, to satis- 
fy large manufacturers that central sta- 
tion power was the most economical and 
most reliable energy to be obtained. 


Industrial Prosperity 


With the great expansion of industrial 
prosperity in the United States in 1915 
the opportunity came to the central sta- 
tions. The large industrial establish- 
ments already in operation as well as the 
many new plants found it impossible to 
obtain deliveries of additional steam 
power equipment for their boiler and en- 
gine rooms. Unless they could secure 
more power they were not in position to 
take advantage of the opportunities be- 
fore them. 

In their extremity they turned to the 
electric central stations and asked what 
they could do in the way of furnishing 
power. The reply was instant and the 
manufacturing plants were told to get 
their motor equipment and the energy 
would be ready for them. Thousands of 
industrial plants over the country were 
at once equipped for the use of central 
station energy and today there is not one 
of these that would go back to the in- 


dividual steam power plant. 

They have found that central power 
is not only more economical and more 
reliable at all times than the old steam 
power, but that with individual motors 
for each machine the closing down of 
one machine in a factory does not mean 
shutting down an entire battery of ma- 
chines, but only the one out of repair. 
The electric energy is always on tap, re- 
quiring only the turning of a switch and 
there is no loss of fuel in heating boilers 
in the morning or allowing them to cool 
at night. 

Where a few years ago there was not 
an electrically operated steel and iron 
mill in the country, today there are a 
number and all of the new plants being 
erected are equipped throughout for elec- 
tric operation. The great new steel plant 
to be built by the Bethlehem Steel Com- 
pany at Sparrow Point, near Baltimore, 
will be operated throughout by electric 
power furnished by the Consolidated 
Gas, Electric Light & Power Company 
of Baltimore, and the immense new plant 
of the Carnegie Steel Company, now un- 
der construction near Youngstown, will 
secure all its energy from the central 
station of the Republic Railway & Light 
Company. 


Reliable Source of Income 


Central station electric light and 
power companies have in their domestic 
and commercial light and power business 
a steady and reliable source of income, 
which in the most depressed periods of 
the industries of the country has never 
shown a decrease but always a steady in- 
crease, and the industrial plant business 
may be considered almost as velvet to 
these companies. Men high in the elec- 
tric central station industry not only pre- 
dict, but confidently assert, that the next 
five years will show an expansion in the 
business of these companies which will 
overshadow that in any other class of 
industry in the United States. 


(622) 











Public Utility Notes 





Alabama Power.—A subsidiary of Ala- 
bama, Traction, Light & Power Co. has 
sold $2,000,000 first mortgage 5% bonds, pro- 
ceeds of which are to be used for the con- 
struction of new 70,000 horse power steam 
station on Black Warrior River and the in- 
stallation of 15,000 additional horse power 
at “Lock 12” on the Coosa River, together 
with the extension and completion of the 
company’s 675 miles of distribution system. 


American Railways Co—lIs announced 
that the $1,750,000 of this company’s new 
collateral 10-year 5% bonds offered in ex- 
change for the maturing bonds have all been 
applied by the public and the offer of ex- 
change is consequently withdrawn. 


American Public Utility—This company’s 
subsidiary Wisconsin-Minnesota Light & 
Power Co. will begin this month delivery 
of power from new generating station at 
Chippewa Falls, Wis. A large amount of 
the energy generated has been sold. to the 
Northern States Power Co. under 30-year 
contract. which became effective Jan. 1, 1917. 


American Tel. & Tel. Co.—Reports for 
November a balance for dividends of $5,- 
185,088, an increase of $758,149, and for the 
11 months ended with November balance of 
$53,115,680, an increase of $9,366,969. The 
company earned a balance for dividends 


equal to approximately 13% on the stock 
of the full year. 

Brooklyn Rapid Transit—In six months 
ended December earnings equalled 3.6% on 


the stock, against 4.4% in 1915. Decrease 
due to advance in interest charges, taxes, 
wages, etc. 

British Columbia Electric.—Directors 
have not been able to recommend the pay- 
ment on the deferred ordinary or the pre- 
ferred ordinary stocks of the company for 
the year ended June 30, 1916. 


Consolidated Gas, E. L. & P. of Baltimore. 
—Electric output for December exceeded all 
former records and was 5.8% above previous 
maximum month, which was November. 
Total commercial services were 42.8% 
greater than December, 1915. 


Cities Service —With December revenues, 
the largest for any month in its history, this 
company closed a record year in 1916. Gross 
income was $1,570,819, larger gross revenue 
for the 12 months was $10,110,343, an in- 
crease of $5,630,543, or 100% over 1915. Bal- 
ance for common stock after all expenses, 
charges and preferred dividends was $7,- 
202,302, an increase of $4,955,363, or 220%. 
There was earned for the common stock 
36.74%, as compared with 15.27% in 1915. 


Columbia Gas & Electric.—Public Service 
Commission of Ohio has approved schedule 
of rates for gas agreed upon by the city of 
Cincinnati and the Union Gas & Electric 
Co., a subsidiary of the Columbia Gas & 
Electric Co. This disposes of the gas rate 


question in Cincinnati for a period of 10 
years and will greatly facilitate the expan- 
sion of the company’s business. 


Consolidated Gas.—Earned for the year 
ended Dec. 31 net for the stock $8,654,464 
equal to 8.67%, as compared with 8.52% 
earned in previous year. Sales increased 
3.92%, compared with a decrease of 5.38% 
in 1915. Taxes were raised $5,454,125. Dur- 
ing the year it was very difficult to get bi- 
tuminous coal. 


Detroit, Edison.—Special meeting has 
been called for Feb. 5 to vote on increas- 
ing authorized capital stock from $25,000,000 
to $35,000,000. 


Massachusetts Gas.—Earned for eight 
months ending November $1,142,444 for divi- 
dends before deduction of special taxes. 
Earnings in November, without taking into 
account munitions profits, were at the rate 
of $12 a share per annum. 


Northern States Power—For the year 
ended Nov. 30 showed an increase of 17.6% 
in net earnings, as compared with previous 
year. Electric energy output for week 
ended Jan. 6 showed a gain of 37.4%. 


Northern Ohio Electric.—This corpora- 
tion and its constituent company showed 
gross earnings for 12 months ended Dec. 
31 of $5,170,442, an increase of 32.89%. Net 
balance for the stock was $746,561, equal to 
$9.95 a share. 


Pacific Gas & Electric.—Has been author- 
ized by California Railroad Commission to 
issue $2,500,000 general and refunding 5% 
bonds at not less than 90, proceeds to be 
expended for additions and improvements. 


Pacific Coast Company.—Declared divi- 
dend of 1% on the common stock, which is 
the first paid since May 1, 1915. 


Oklahoma Gas.—This subsidiary of Stand- 
ard Gas & Electric reports increase of 1,557 
electric customers and 936 gas customers 
during year ended Dec. 31, 1916. 


Standard Gas & Electric—Subsidiary 
companies for week.ended Jan. 6 reported 
combined output of electrical energy of 
15,309,987 kilowatt hours, a gain of 24.2% 
over 1916. 


Twin City Rapid Transit—For year 
ended Dec. 31 showed gross income of $10,- 
188,054, against $9,453,964, and surplus for 
dividends of $2,237,548, against $1,712,274. 
The balance for the common stock was equal 
to 9.22%, against 6.83% last year. 


United Railroads of San Francisco.—In- 
junction obtained by company preventing 
city of San Francisco constructing tracks 
of municipal street railway in lower Market 
Street, paralleling tracks of United Rail- 
roads, was dissolved in the United States 
Court in San Francisco. The city will im- 
mediately commence the construction of 
trackage 
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Public Utility Inquiries 





Interborough Consolidated 

B. C. B.—Interborough Consolidated we do 
not regard with favor. The common stock 
appears to be a very long way from dividends 
and it is generally thought that when the new 
subways are opened in 1917 under agreement 
with the City, the earnings will be hardly 
sufficient to cover the preferred dividends. 
We know of no group of minority stock- 
holders who have definitely stated that they 
are dissatisfied with the company’s policy. It 
will be a long time before this stock will be 
worth much more than it is now selling for, 
in our judgment, and under the circumstances 
we think that you would do well to take 
advantage of any rally to get out of your 
stock. 





Barcelona Traction 

K. R. C., Toronto, Ont., Canada.—Barce- 
lona Traction, Light & Power Co., Com., is a 
risky speculation, in our judgment. Although 
it is said that the company is doing a large 
business and that the prospects are encourag- 
ing, it will be a long time before earnings will 
be large enough to pay anything on the com- 
mon stock. The company sold securities in 
Spain to the amount of 6,000,000 pesetas, 
which yielded the company new capital to the 
. amount of $1,200,000. This sum was required 
to complete the tramways operating between 
the City of Barcelona and the cities of Tarrasa 
and Sabadelle. 

It was estimated that the earnings from 
these traction lines would easily pay the total 
interest charges on the capital invested, 
namely, about 700,000 pounds. The interest 
burden of the Barcelona Co. would thereby be 
relieved by some $125,000 per annum. 


Columbia Gas & Electric 
J. P. S., Richmond, Va—Colombia Gas & 
Electric is a stock which has been put up 
largely on pool operations, and we do not con- 
sider that the earnings of the comnany justify 
anything like the present selling price. It is 
claimed that there is a possibility of very large 
profits from the manufacturing of casing head 
gasoline, but the possibilities in this direction 

have, we believe, been overestimated. 


American Tel. & Tel. 

Cc. K. D., Staunton, Va—American Tele- 
phone & Telegraph is a high grade investment 
issue and if held or purchased for safety and 
income only at this time, we think it is a very 
desirable investment. We do not look for an 
important advance in this stock any time in 
the near future, but over a period of years, 
we believe that its value should advance 
greatly. If there is another severe break in 
the market on the prospect of early peace, 
such as occurred in December, we think the 
stock might be affected, but the ultimate po- 
sition of the stock is a strong one. 


Brooklyn Rapid Transit 
K. L. C., Kansas City, Mo.—Brooklyn 
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Rapid Transit’s outlook is very dubious. The 
average margin of safety over the dividend 
payments has not been very large, and now 
there is the uncertainty as to what the effect 
of the new subways will have on the finan- 
cial position of the company. There is no 
doubt that this competition will have an 
adverse affect on the earnings of the com- 
pany at first, at any rate. The apprehension 
as to the company’s future may be the rea- 
son for the stock’s weakness. 


Consolidated Gas of New York 
T. V. J., Lima, O.—The Consolidated Gas 
of New York is showing large earnings and 
is in a very strong position. Its decline was 
more or less in sympathy with the decline in 
the general list in our opinion. 


United Railway Investment 

N. B. U., Salem, Mass.—United Railway 
Investment (Pfd.) has fairly good possibili- 
ties for a long pull, in our opinion. Unless 
you are willing, however, to assume the risk 
involved in carrying a speculative stock of 
this character we do not suggest that you 
purchase it now. 


Philadelphia Rapid Transit 

S. W. K., Atlantic City, N. J.—Philadel- 
phia Rapid Transit is showing very satisfac- 
tory increases in its gross and net revenues, 
but on the basis of the figures for the first 
six months of the year it does not appear 
that the company will earn much over 8% 
on the stock for its current fiscal year end- 
ing June 30 next. We do not see any reason 
to expect an early further increase in the 
dividend, and we believe the stock is selling 
quite high enough to discount the favorable 
developments to date. 











Metropolitan Tel. & Tel. ist 5s 

T. M. S., Newport, R. I.—Metropolitan 
Telephone & Telegraph Ist 5s are exceedingly 
high-grade bonds, in our judgment. They 
underlie the New York Telephone Co. Ist 
and general 4%s and are guaranteed by that 
company. We regard these bonds as safe 
investments, 





Montana Power 

C. B. L., Boston, Mass.—Montana Power's 
recent rise in our judgment has pretty well 
discounted the favorable developments in the 
situation to date. Indications are that the 
company will not get a most profitable 
contract for the electrification of certain 
of the new St. Paul lines. This contract, 
it had been fully expected, would be given 
to the company. Large quantities of power 
are required for new electrical copper and 
zine refineries at Anaconda and Great Falls, 
and Montana Power is supplying these 


smelters. It is stated that the increase in 
the company’s business has been phe- 
nomenal. 
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Big Independent Oil Merger? 


Rumors of Combination—Companies Which May Be In- 
cluded — Their Status and Outlooks — Logical 
Reasons for Consolidation 





By H. L PERRINE 





TOCKS of independent oil companies 
operating in the State of Oklahoma 
have been unusually active in the 

market during the past few weeks, -par- 
ticularly the shares of the Cosden Oil & 
Gas Company, Cosden & Co., and the 
Oklahoma Producing and Refining Com- 


than that the stocks of oil companies op- 
erating in that section should be in de- 
mand by purchasers of that type of 
security? Some other explanation, how- 
ever, aside from this, seems necessary to 
account for the large transactions in 
these stocks. 








TABLE I 
PRODUCTION OF PETROLEUM IN THE UNITED STATES 


State 
Oklahoma 
California 
Texas 
Illinois 
Louisiana 
West Virginia 
Pennsylvania 
Ohio 


292,300,000 


*Estimated. 


Increase 
7,084,757 
2,408,465 
1,057,299 


1915 
97,915,243 
86,591,535 
24,942,701 
19,041,695 
18,191,539 

9,264,798 
7,838,705 
7,825,326 
2,823,487 
4,245,525 
437,274 
875,758 
887,778 
222,740 


2,541,695 
2,391,539 


3,676,513 
2,054,475 
762,726 
124,242 





281,104,104 11.195.896 








pany. While the quotations for these 
issues have moved in narrow limits, the 
volume of trading has been sufficiently 
large to attract attention to these com- 
panies and to raise the question as to 
whether there was not some special rea- 
son for the pronounced activity in their 
shares. The prosperous conditions in 
the oil industry at the present time and 
the bright outlook for the future of pro- 
ducing and refining companies could of 
course be advanced as the logical reason 
for the big demand for these stocks. 
With Oklahoma as the center of this in- 
dustry and the greatest oil state in the 
country, what would be more natural 


Those who are in a position to obtain 
the most reliable information relative to 
these companies assert that the buying of 
these stocks has been occasioned by re- 
ports that a merger is about to be con- 
summated in which the three companies 
above mentioned will have a prominent 


part. Reports that the three companies 
named, along with several other inde- 
pendent oil concerns, would be merged 
into one concern have been freely circu- 
lated during the past two or three weeks, 
but have generally been discredited. 
Failure of the rumored Kennecott and 
Utah Copper merger to go through and 
the stock market collapse in the copper 
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issues following the denial of that re- 
ported combination have shaken the con- 
fidence of the public and have led them 
to associate such rumors with stock mar- 
ket manipulation. 

The presence in New York on va- 
rious occasions recently, however, of 
representatives of the different com- 
panies involved, lends color to the 
report that there is pending a merger of 
companies operating in the Mid-Conti- 
nent field. Within the past few days ru- 
. mors originating in Baltimore, which is 
the center from which most of the Ok- 
lahoma independents operate, have indi- 
cated that the formation of the largest 
independent oil company in the United 


the concerns mentioned as being involved 
in the combine are the names of the Sin- 
clair Oil Company, formed in April of 
last year; the Oklahoma Producing and 
Refining Company, incorporated last 
March, and the two Cosden organiza- 
tions, the Cosden Refining Company and 
the Cosden Oil & Gas Company, the 
former incorporated in 1913 and the lat- 
ter in February a year ago. The names 
of several other independent companies 
operating in Oklahoma have also been 
brought forward, notably the Union 
Petroleum Company and the Roxana 
Producing Company, a subsidiary of the 
Royal Dutch Shell Company. If a deal 
of this nature was consummated, the re- 








TABLE II 
VITAL STATISTICS OF COMPANIES MENTIONED IN CONNECTION WITH REPORTED 
IMPENDING MERGER 


Capitali- Par 
Name of Company zation Value 
Cosden Oil & Gas com. $5,000,000 5 
Cosden Oil & Gas pfd.. 5 
Cosden Refining , 5 
Oklahoma Prod. & Ref. 5,000,000 5 


sh. no par 


100 


Total Stock 


% Earned Present 
Value 


on Stock Div. Payt. 
100 *10% 
130 7 
75 *8 
35 10 
15 $5 
38 10 


Present 


% 
228 





mente 





States is under way, that rapid progress 
is being made with the plans and that a 
definite announcement may be expected 
in the near future. Up to the present 
time reports of such a consolidation lack 
confirmation. 

There is basis for belief, however, 
that some of the largest interests 
in this country are contemplating 
something along these lines and that 
plans for such a merger are just about 
completed. Certainly there has been no 
time such as the present when conditions 
were so suited to an undertaking of this 
character, and it seems likely that those 
interested would seize upon the most ad- 
vantageous time for the carrying out of 
such a project. 

It is understood that the new combina- 
tion will be built up around the Texas 
company as a nucleus and that it will in- 
clude a number of the independent pro- 
ducers now in existence, presumably 
those companies whose properties are 
located in Oklahoma. Prominent among 


sulting combination would take rank 
among the largest industrial corporations 
of the present day and would transact a 
business of many millions dollars an- 
nually. Present plans are said to con- 
template a total capitalization for the 
new company of between $350,000,000 
and $400,000,000. A corporation of this 
size would command a leading position 
in the Mid-Continent oil field and would 
place the oil industry of this country 
upon a still firmer foundation. 

That the State of Oklahoma should 
have been selected as the field of opera- 
tion of this new concern is perfectly nat- 
ural in view of the fact that this section 
of the country took the lead in the pro- 
duction of oil during the past year and 
promises to hold this lead during the 
current year. A preliminary estimate of 
the output of crude oil in this country for 
the 12 months of 1916 made by John D. 
Northrop, of the United States Geolog- 
ical Survey, places the total production 


of Oklahoma at 105,000,000 barrels of 
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42 gallons each, which is greater than 
that of the next largest producing state 
(California) by 16,000,000 barrels and 
which represents a gain of about 7,000,- 
000 barrels over the production of the 
same state for the 1915 year. The ac- 
companying table shows by states the 
marketed production of petroleum in 
1915 and the estimate, as noted above, 
of the production in barrels in 1916, and 
clearly indicates the position that has 
been taken in the industry by the State 
of Oklahoma. It will be noted from this 
tabulation that the total output of the 
country for last year exceeded that of 
1915 by more than 11,000,000 barrels. 
This increased production came for the 
most part from the States of Texas, Ok- 
lahoma, California, Wyoming and Kan- 
sas, the output of the other states re- 
maining practically the same or showing 
a decline. 

In view of the interest that has been 
manifested by the public in this probable 
merger and in view of the wonderful 
possibilities that lie ahead of the concern, 
it is timely to discuss in brief the posi- 
tion and outlook of the prominent com- 
panies mentioned in this connection and 
to see what the future holds in store. 
The following paragraphs summarize the 
main features of these five companies. 


Cosden Oil and Gas 

This company was formed in February 
of last year and is engaged exclusively 
in the production of oil. The same in- 
terests which control Cosden & Co. are 
the organizers of Cosden Oil & Gas, and 
before incorporation leases were secured 
from which there was a daily production 
of 6,000 barrels of crude oil. These hold- 
ings have since been increased and the 
total output from the wells controlled 
serves to keep the Cosden & Co. refiner- 
ies working at capacity. Current pro- 
duction is said to be in the neighborhood 
of 34,000 barrels of crude daily. At the 
present time the company has outstand- 
ing $5,000,000 in common stock and 
$3,500,000 in preferred stock, but an an- 
nouncement was made recently that 
about 432,000 additional shares of com- 
mon stock would be issued and offered to 
stockholders at $12.50 a share. The 
funds obtained in this manner will be 


used to reimburse the treasury for large 
expenditures made in the past in connec- 
tion with the purchase of property and 
to provide for further such payments in 
the future. Earnings based on the pres- 
ent price of crude are said to be sufficient 
to pay all fixed charges, meet the regular 
7 per cent. dividend requirements on the 
preferred stock and leave a_ balance 
equivalent to 100 per cent. on the in- 
creased common stock. 
Cosden & Company 

Operates refineries at Tulsa, Cushing 
and elsewhere in Oklahoma. Present re- 
fining capacity is about 30,000 barrels per 
day, but plans are under way to increase 
this to 50,000 barrels daily, giving the 
company practically the largest capacity 
of any- independent concern. The com- 
pany also has a present daily production 
of approximately 10,000 barrels of oil, 
has an extensive pipe line system in Ok- 
lahoma and owns a large number of tank 
cars. Earnings are running several 
times dividend requirements on the out- 
standing shares with every indication of 
holding at the present level for some time 
to come. 

Sinclair Oil 

These properties were formerly oper- 
ated by seven separate corporations, 
which were consolidated in May of last 
year, and the company thus formed is 
one of the leading independent producing 
and refining companies in the Mid-Con- 
tinent field. That the company occupies 
a commanding position in this field is 
fully indicated by the fact that it recently 
took the lead twice in advancing the 
price of crude oil. For the six months 
ended October 31, 1916, the consolidated 
income account showed gross income of 
$5,103,958 and net income of $4,606,984, 
the equivalent of about $15 per share on 
the 623,598 shares now outstanding. 
Since the close of the six months’ period 
crude oil prices have advanced consider- 
ably so that current earnings are doubt- 
less running at a much higher rate. The 
company is expected to derive consider- 
able benefit in the future from its recent 
purchase from a subsidiary of the Tide- 
water Oil Company of a half interest in 
4,700 shares of leases, located in the 
same section as the Osage Hominy Com- 
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pany. The other half interest in this 
acreage was purchased only a short time 
ago by the Oklahoma Producing and Re- 
fining Company. 

Sinclair recently called for payment of 
the entire outstanding issue of $17,000,- 
000 convertible gold bonds. Through 
the retirement of this issue approximate- 
ly $4,000,000 now required for interest 
and sinking fund will be released. Since 
dividends on the additional shares issued 
in retirement of the bonds will amount 
to only about $1,500,000 at the present 
annual rate of 5 per cent., a saving of 
$2,500,000 will be effected. With the 
completion of the retirement of these 
bonds, conversion privilege on which ex- 
pires February 10, Sinclair will have 
outstanding 1,000,000 shares, but will 
have no funded debt. No better example 
of the unusually prosperous conditions 
in the oil industry at the present time can 
be given than the retirement by the 
Sinclair company of its entire $20,000,- 
000 bonded debt within twelve months 
of the time of the formation of the com- 
pany. The company’s current daily pro- 
duction is in the neighborhood of 20,000 
barrels. With the completion of its 800- 
mile pipe line to Chicago it is expected 
that the refining capacity will be in the 
neighborhood of 40,000 barrels daily and 
earnings should benefit accordingly. 


Oklahoma Producing & Refining 

Formed in March of last year with a 
capitalization of $2,000,000, since in- 
creased to $5,000,000. Holdings are lo- 
cated in an important oil producing ter- 
ritory of Oklahoma and extend over a 
considerable acreage. Two recent acqui- 
sitions have been made by the company, 
which will undoubtedly result in largely 
increased earnings for the holding con- 
cern. The first of these was made some 
four months ago when the Muskogee 
Refining Company was merged with the 
Oklahoma Company through the ex- 
change of two shares of its stock for one 
of the larger company. The Muskogee 
Company was engaged in refining and 
marketing, operated a complete refinery 


at Muskogee, Oklahoma, and owned 
about 58 miles of pipe line and a num- 
ber of tank cars and marketing stations. 
The consolidation of these two com- 
panies places the Oklahoma concern in 
a strong position and makes adequate 
provision for its refinery needs. The 
control of the Osage Hominy property, 
just recently acquired by purchase of 51 
per cent. of the stock, will also be highly 
advantageous to the company. Current 
earnings have been reflecting the big ad- 
vances in the price of crude oil and have 
been sufficient to permit of the payment 
of substantial dividends and the accumu- 
lation of a fair sized surplus. 


Texas Company 

Incorporated in April, 1902, to engage 
in the transportation, refining and dis- 
tribution of petroleum and its products. 
Originally capitalized at $3,000,000, but 
increases from time to time have brought 
present capitalization up to $55,500,000. 
John W. Gates was for some time large- 
ly interested in the company and in 1912 
Charles G. Gates and other men affiliated 
with the old Gates crowd were on the 
board of directors. Earnings of the 
company have grown from practically 
nothing to $37,700,000 per annum, and 
the probabilities are that in 1917 they 
will cross the $40,000,000 mark. Since 
June 30, 1914, dividends at the rate of 
2% per cent. quarterly have been regu- 
larly paid on the stock ,as well as extra 
cash and stock dividends. Net working 
capital has shown a remarkable increase 
in the past few years and the amount in- 
vested in real estate, pipe lines, tanks, 
refineries, cars, distributing stations, 
etc., has shown a corresponding gain. 
Net earnings available for dividends in 
the year ended June 30, 1916, were 
$13,898,861, an amount equivalent to 
$37.56 a share on the stock outstanding 
at that time. The company carries its 
plant and investment account at an ex- 
tremely conservative figure, while its in- 
vestments in stocks of subsidiary com- 
panies appear to be greatly undervalued 
in the balance sheet. 








Speculation is a business. It must be learned.—Studies in Tape Reading. 
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Anaconda.—Estimated profits on the basis 
of 332,000,000 Ibs. production are $45,000,000 
or $20 a share for 1916, figuring that an 
average of 24c. a pound was received and that 
the net profit was 10c. a pound. Company has 
encountered at a depth of 2,800 feet a body of 
ore in the Leonard Mine, showing the extraor- 
dinary width of 50 feet and carrying an aver- 
age copper content of more than 5%. Another 
body averaging 3% to 4% copper is being 
opened on the same level between Leonard and 
Tramway Mines. 


Ahmeek.—Has resumed drifting on the 
conglomerate lode opened Iast fall. Rock ship- 
ments have been averaging around 550 tons 
daily. 

Buffalo Mines.—Estimated that in addi- 
tion to 1,288,375 ozs. of silver in the mine, the 
company has silver in sands amounting to 
1,600,000 ozs., silver in residues 180,000 ozs., 
which with other silver on hand brings the 
total up to 3,868,375 ozs. As of Oct. 31, 1916, 
ore reserves were estimated at 45,705 tons, 
averaging 25 ozs. silver per ton and 8,000 tons 
averaging 18 ozs., a total of 1, 288,375 ozs. This 
on the present price of silver would equal a 
gross value of approximately $1,000,000. 

Butte-Detroit Copper & Zinc.—Mill is 
making a 97% recovery on the zinc values in 
the ore received from the Davis-Daly property. 
Work on crosscut on 1,000-foot level is being 
pushed so that mill may be supplied with ores 
from Ophir Mine. 

Butte & London.—Contract for dewater- 
ing the old shaft and sinking the shaft from 
the 1,100-foot level to the 1,600-foot level has 
been completed by the Rainbow Exploration 
Company. 

Calumet & Arizona—Declared a quar- 
terly dividend of $2 a share and an extra divi- 
dend of $1 a share, same as the previous 
declaration. Production in December was 
7,000,000 pounds and for the entire 1916 year 
approximated 97,800,000 pounds. With pro- 
duction from New Cornelia property which it 
controls, started by mid-year, Calumet & 
Arizona’s output from its own mines should by 
the end of 1917 show a material increase over 
the total of the preceding year. 

Calumet & Hecla.—Plans to test out the 
merits of electric haulage in place of com- 
pressed air rope haulage. 

Carlisle Mining Co. — Authoritatively 
stated that controlling interest has been pur- 
chased by August Heckscher and associates. 

Chino Copper.—Net profits for 1916 esti- 
mated at approximately $13,000,000, a record- 
breaking total which after payment of divi- 
dends of $7,177,335, or $8.25 a share, left $6,- 

for surplus account. Company’s a 
duction for 1916 is placed at about 76,000,000 
pounds, a gain of about 10,000,000 pounds over 

1915. The company greatly improved its 
facilities during the year. 

Consolidated Mini — 
Showed net profits of kee *.. aie year 


ending September 20, 1916, after depreciation 
of $278,386 and charges for development of 
$598,746. 

Copper Range—Will probably start ex- 
tensive exploratory campaign in properties of 
the South Range, 52,000 acres of which were 
purchased recently for $50,000. 


Daly West.—Operating its main mill only 
occasionally but flotation department is operat- 
ing full time. Shipments of first class ore and 
mill products in December were about 1,089 
tons against 1,025 tons in November and the 
high monthly record of 1,530 tons in September. 


Eagle & Blue Bell.—Has encountered big 
body of lead-silver ore of profitable shipping 
grade. 


Goldfield Consolidated.— Expected that 
one of the 500-ton units of the new flotation 
plant will be placed in commission before the 
end of January. It is believed that the ore 
handled in future will be of much better 
grade than the average treated by cyanidation 
during the past*year or more. 


Granby Consolidated. December yield 
showed decrease of nearly a million pounds, 
due to failure of equipment companies to 
make deliveries as promised of parts essential 
to full operation of new auxiliary power plant. 
Total production for 1916 was 44,702,164 Ibs. 
compared with 40,670,598 in 1915. 


Green Consolidated Copper Co.—A sub- 
sidiary of Green Cananea, declared a quarterly 
dividend of $1 a share, which equals about $2 
a share on Green Cananea stock. 


International Nickel—For quarter ended 
December 31, 1916, showed a balance of $41,- 
834,600 for the common stock equivalent to 
9.2% or at the annual rate of 36.8%, which 
was over $9 a share. For 9 months to Decem- 
ber 31, 1916, the balance for the stock was 
23.7%, which practically covers the entire 
year’s dividend of 24%, or $6 a share. 


Isle Royale.—Conditions in the mine never 
better with 6 shafts in operation. Production 
of copper limited only by stamp mill capacity. 
Mine now producing 3,200 tons of rock daily 
which will ultimately be increased to 4,000 
tons. 


Island Creek. — Estimated earnings for 
1917 fiscal year are $15 a share against $7.50 

a share in 1916. The company has reached the 
roe nl where it does not need to accumulate 
further cash resources and no reason exists 
why the entire surplus earnings should not be 
distributed. 

MclIntyre-Porcupine.—For quarter ended 
December 3] showed gross production amount- 
ing to $356,504 and total operating profits of 
$208,990 against $136,084 for preceding period, 
an increase of 50%. There were 39,369 tons 
of ore milled against 35,810 tons and the 
average grade was higher at $10.62 against 
$9.08 while operating costs were reduced from 
$4.93 a ton to $4.51. 
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McKinley-Darragh-Savage Mines of Co- 
balt, Ltd.—Is continuing its shaft to the 400- 
foot level so that exploratory and development 
work carried on at that depth from a winze in 
the summer of 1916 can be carried on easier. 
It is believed that the indications prove the 
existence of a new mine, 


Nipissing.—Current work of all kinds con- 
tinues favorable although no important de- 
velopments have occurred recently. Ore of an 
estimated value of $259,836 was mined during 
December and the company shipped bullion 
and customs ores of an estimated net value of 


$301,901. 


North Butte Mining.—Has come in charge 
of Robert Linton, Mining Engineer of Pitts- 
burgh and Los Angeles, who has been elected 
first vice-president. 


North Lake—Is searching for new ore 
and it is stated has good prospects of finding 
commercial values similar to those opened in 
the Butler and other lodes by South Lake. 


Rand Output.—In December Rand Gold 
output was 774,000 fine ounces, comparing with 
783,000 in November. Total output in 1916 
was 9,290,000 fine ounces against 8,888,984 in 
1915 and 8,590,512 in 1914. 


Shattuck Arizona—Quick assets as of 
December 31, 1916, will be shown, it is ex- 
pected, in excess of $2,900,000, of which about 

000 was in cash. This compares with 
quick assets of $1,497,000 on December 31, 
1915, of which $400,000 was in cash. At the 
close of last year copper sold and in transit 
and money due for metal shipped represented 
about $1,750,000. 


Superior Copper Co—Produced in De- 
cember 248,644 lbs. of copper, against 204,487 
in November. Total production for 1916 was 
3,028,823 pounds against 3,866,484 in 1915. 

Superior & Globe.—Levied an assessment 
of 10c. a share payable January 20. The com- 
pany has been idle since 1910, but expects to 
resume operations. 


Tamarack.—Negotiations have been com- 
pleted by President Smith for sale of property 


for $4,000,000 (approximately $66 a share). 
Sale will of course be subject to necessary 
vote of stockholders. December production 
was 570,380 pounds of copper against 504,831 
in November while total production for 1916 
was 6,606,620 pounds against 3,888,150 in 1915. 


Tuolumne.— Shipments for December 
amounted to a little over 3,000 tons or slightly 
in excess of 100 tons a day. Rich ore has been 
encountered in the Sinbad claim and develop- 
ments at the mine are said to be very en- 
couraging. 


Utah Copper.—Director states that since 
adverse decision of Supreme Court in the 
Minerals Separation litigation whereby the 
copper companies which have not taken out 
licenses are prohibited from using less than 
1% of oil in the flotation process, Utah Cop- 
per has been making some extraordinary re- 
coveries in the use of a fraction over 1% of 
oil. Anything over 1% does not fall within 
the prohibitions of the patent. It is asserted 
that the recoveries are just as high as when 
a very small percentage of oil is used and that 
by cheapening the grade the increased quantity 
of oil does not materially affect the cost. 


United States Smelting.—Seriously con- 
sidering exercising the privilege of operating 
its Utah railroad now under lease to the 
Denver & Rio Grande. If satisfactory arrange- 
ments are concluded, actual operation will be- 
gin November 30 next. Understood that 
company contemplates expenditure of some 
$2,000,000 for additional rolling stock and 
other improvements in order to handle more 
efficiently coal shipments from its Utah fields. 


Wettlaufer-Lorrain Silver Mines, Ltd— 
For year ended December 31, 1916, showed 
$8,250 income received from lease of the mines 
at Lorrain to the Comfort Leasing Company. 
Total revenue for year was $12,144 and ex- 
penditures $40,454, including $31,000 spent 
jointly with the Kerr Lake Mining Company 
developing St. Anthony gold prospect. Wett- 
laufer company reported net surplus cash 
assets of $108,601 exclusive of value of plant 
and equipment. 
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Alaska Gold 


L. C. M., Harrisburg, Pa—The Alaska Gold 
situation according to the best and most relia- 
ble information is that it is passing through a 
readjustment process at the present time. It 
was originally figured that the ore would 
run $1.75 a ton gross, that about 25 cents 
would be lost in tailings and the balance would 
be available after treatment charges which 
were estimated at 75 cents a ton. After a 
large amount of ore had been broken down 
it was found that the gross average ran nearer 
$1.30 per ton than $1.75, and it became ap- 
parent\that the best way to handle this ore 


would be to follow the so-called selective 
system of mining, that is, not to mine the 
entire width of a vein, but that portion of 
the vein which was richest. Before it was 
possible to do this, however, it was necessary 
to treat the ore which had already broken 
down. This accounts for the long decline of 
the stock. According to mining engineers 
within and without the company, there is no 
reason why Alaska Gold should not event- 
ually make much better recoveries and much 
better profits. This is a rather non-technical 
explanation of the situation, but perhaps con- 
veys the idea more clearly than a strictly 
technical one would. 





























MINING 





INQUIRIES 631 





Nevada Consolidated 


R. C. T., Lowell, Mass.—The technical po- 
sition of the market leads us to believe that 
Nevada Consolidated in common with other 
copper and steel issues, may have a quite 
material rally, provided there is no adverse 
outside development in the next 2 or 3 weeks. 
We, therefore, believe that you should hold 
your stock in anticipation of being able to 
liquidate on a strong market. We do not 
favor the stock as a permanent investment, 
because of the probability that the prosperity 
in copper and steel industries will be rudely 
interrupted by the close of the war. You 
purchased your stock at a low price and you 
should take advantage of a high price in boom 
times to sell it, for you will undoubtedly be 
able to get it back at a more attractive figure 
sooner or later, in our judgment. 


Chile Copper 

J. E. K.,, Auburn, N. Y.—Chile Copper is 
still largely in the development stage, and a 
great deal of money will have to be expended 
before the company would be in a position 
to turn profits over to stockholders. The rise 
in this stock, in sympathy with all the other 
copper stocks was, no doubt, due to over 
enthusiastic speculation. 

It has recently been announced that the com- 
pany will probably make a new bond issue of 
$35,000,000, increasing its outstanding bonds to 
$50,000,000. The company has a capital stock 
outstanding of $95,000,000. No matter how 
valuable a mine Chile’s may be, there is no 
getting away from the fact that it is liberally 
capitalized, to say the least. 


Ray Consolidated 


S. S. T., Hamilton, Ont—Ray Consolidated 
Copper it is estimated in 1916 earned about 
$8 a share for the stock and on December 31 
last the regular quarterly dividend was in- 
creased from 50c to 75c a share, thus putting 
the stock on a regular $3 per annum dividend 
basis. In addition to the regular rate, extras 
of 25c a share quarterly have been paid in the 
last several quarters. The fact that Ray’s 
conservative board has decided to raise the 
regular dividend to the annual rate of $3 a 
share, suggests that their belief is that the 
company will be.able to maintain this rate 
under any ordinary conditions. The extra, of 
course, could be easily suspended at any time 
without subjecting the management to criti- 
cism, and we are inclined to the opinion that 
the extra would be dropped if evidences of a 
definite reaction in the copper boom became 
manifest. On the basis of its present produc- 
tion of about 80,000,000 pounds per annum, 
Ray could barely earn $3 a share yearly with 
copper at 15c. But the company is planning 
to increase its production ultimately to about 
130,000,000 pounds per annum, and on that 
basis it cael easily earn and pay $3 a share 
yearly on the stock. The question of the 
present dividend being permanent hinges 
largely on how long copper prices will remain 
q high, and by high we mean above, say, 18c a 








pound. The company is now so rapidly 
strengthening its financial position and adding 
to its efficiency, that if copper prices remain 
high for another year, it is very likely that 
Ray’s $3 dividend will be quite secure. There 
is, however, much uncertainty as to how long 
the present prosperous conditions in the cop- 
per industry will continue. If the war ends 
soon, it will, in our judgment, mean that this 
prosperity will be rudely interrupted. 





Magma Copper 

R. L. T., Minneapolis, Minn.—Magma Cop- 
per is an excellent speculative investment at 
its present price, in our judgment, but the 
stock is the kind that should be bought out- 
right and held for a long pull. The present 
dividend rate is $2 a share per annum. The 
company has a small capitalization and a very 
rich mine with the prospect of opening up 
exceptionlly valuable new ore bodies at much 
lower levels. If these expectations ma- 
terialize, the stock will undoubtedly be more 
valuable intrinsically. 





Inspiration and Shattuck Arizona 

L. C. O. Chicago, Ill—Inspiration and 
Shattuck Arizona Copper are not the kind of 
stocks to be held until after the war, in our 
judgment. We believe peace will be the sig- 
nal for a decline in the earnings of the copper 
companies, and a reduction of dividend pay- 
ments. However, we suggest that you hold 
your stock for the present, as we believe that 
the trend of the market, for the copper and 
steel stocks especially, is upward and that 
you may be offered an early opportunity to 
close out your holdings to better advantage 
than you could do on the present market. Of 
course, subsequent developments may change 
our view. If the war lasts for 2 or 3 years 
longer and the urgent demand for copper at 
high prices continues, there is no doubt that 
a great many of the copper stocks will be 
well worth their present prices as investments. 





Howe Sound 


R. M. B., Washington, D. C—Howe Sound 
may be regarded as a good copper mining 
speculative investment as the company seems 
to have some very valuable properties and 
should develop into a substantial earner. We 
do not think dividends are a near possibility, 
unless the current unprecedented prosperity 
in the copper trade continues for sometime 
longer. This prosperity will not continue, in 
our- judgment, when the war ends, but the 
immediate outlook is favorable for a mainte- 
nance of high copper prices and we are in- 
clined to the opinion that this stock may have 
somewhat of a rise in sympathy with advances 
in the copper stocks generally. We suggest 
that you hold the stock but that you watch 


it closely and that if there is a decided change 
in the foreign situation which indicates early 
peace, we think you should <lose it out. 
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California Petroleum.—Reported to have 
brought in its first well on the new Bell 
Ranch property with a flow of 400 barrels a 
day. Allowing for settling of production it 
is figured this well is good for 10,000 barrels 
a month. This doubles the expectations of 
the company’s engineers, who figured that 
the entire field was good for a production 
of between 150 and 200 barrels a day. By 
the end of this year it is planned to drill 
twenty additional wells on the property. 
This property is owned jointly by the Cali- 
fornia Petroleum Corporation and the Pan- 
American Petroleum Co. 


Cosden Oil & Gas Co—As one of the 
largest owners of oil acreage in Oklahoma 
and Kansas is pushing drilling operations to 
take advantage of high crude oil prices. The 
company has locations for more than 60 
wells in the Mid-Continent fields. On many 
of these rigs are up and drilling operations 
are already under way. 


Empire Refining Co.—A subsidiary of the 
Cities Service Co. has now a refining ca- 
pacity of between 30,000 and 31,000 barrels 
of crude oil a day, 28,250 barrels of which 
is in the six refineries in the Mid-Continent 
field, which were recently taken over by this 


organization, and about 2,500 barrels daily 
in the three refineries of the Crew-Levick 
Co. in Pennsylvania. 


Gulf Oil Corporation.—Closed a_record- 
breaking year in 1916, and net earnings are 
estimated to have reached $18,000,000, or 
almost double 1915 and the equivalent of 
more than 50% on the $34,427,000 issued 
capital stock. Surplus at the close of 1916 
estimated to nearly equal capital. 


Independent Oil Producers & Refiners.— 
Are holding oil or bidding for it at higher 
prices than Standard Oil interests through- 
out the Pennsylvania fields. Producers and 
refiners in this region are enjoying record- 
breaking prosperity. Shortage in coal sup- 
plies has led many manufacturers, particu- 
larly in Pittsburgh district, to install oil fuel 
burners, and the refineries have been un- 
able to keep up with their orders. Prices 
have advanced from 334c. last November to 
the current quotation of 8c. 


Indian Refining.—Has declared a quarterly 
dividend of 134% on the preferred stock, 
payable Feb. 26 to stock of record Feb. 10. 
This is the first dividend to be paid by the 
company since Sept. 15, 1911, and inasmuch 
as preferred dividends are cumulative the 
— represents the dividend due Déc. 
15, 1911. There are about 35% in dividends 
accrued. 

Magnolia Petroleum.—Earnings for 1916 
estimated to have reached 40% or 50% on 
the $17,264,000 stock outstanding, or practi- 
cally double the 1915 earnings. 


Midwest Refining.—Control of this com- 
pany reported to have passed to the Im- 


perial Oil Co., Ltd., of Canada, a Standard 
Oil subsidiary. The stock is said to have 
been bought in the open market last year. 


Omar Oil & Gas.—Noah F. Clark, presi- 
dent of company, has requested the Board 
of Directors to cancel the 1,000,000 shares of 
preferred stock standing in his name and 
issue in lieu thereof 1,000,000 shares of com- 
mon, thereby removing a fixed liability of 
$70,000 per annum and placing all stock- 
holders on the same basis. 


Southern Oil & Transport Corp.—Has de- 
cided to put on ocean tank and barge equip- 
ment, so as to reach the American market 
The first unit has been ordered and will 
have a capacity of 40,000 barrels. 


Royal Dutch Shell—Rumanian production 
is only 73%4% of total production of the 
Royal Dutch combine, and total book value 
of its holdings in Rumania is only $2,300,000, 
indicating that the revenues of this prop- 
erty have very little influence on the total 
income of the company and that the occu- 
pation of Rumania has not injured the com- 
pany’s earning power to any great extent. 


Sinclair Oil & Refining.—Crystal Oil Co., 
affiliated with Sinclair interests, has placed 
contracts to lay 500-mile pipe line from Ard- 
more, Okla., to Houston, Tex., costing $5,- 
000,000, and to be completed this year. Re 
ported that Sinclair interests have secured a 
concession to exploit a million acres of sup 
posed oil lands in Costa Rica. 


Standard Oil of California —Has author 
ized, subject to approval of authorities o/ 
the State of California, a stock dividend of 
248,433 shares of treasury stock, representing 
33 1-3% of the outstanding stock of the cor- 
poration, to be issued on April 16, 1917, and 
to be delivered to stockholders of record 
Feb. 15, 1917, at the rate of one-third of a 
share for each share of stock now held 
The regular quarterly dividend of $2.50 a 
share has been declared payable March 15 
to stock of record February 15. 


Standard Oil of Indiana.—Has authorized 
an increase in its capital stock from $30,- 
000,000 to $100,000,000, to be voted on at a 
stockholders’ meeting, to be held March 1 
This, it is expected, will be distributed to 
stockholders as a stock dividend. Company 
plans to place itself in a position to enter 
production and transportation ends of oil 
business. Stockholders on March 1 will be 
asked to vote also on amendment to charter, 
enabling company to acquire lands for pro 
duction of oil and to build pipe lines and 
tank steamers. The company, in addition to 
the regular quarterly dividend of 3%, de 
clared payable Feb. 28, declared an extra 
dividend of 3%, which is the first extra de- 
clared since October, 1914. 


Union Oil Co. of California.—Preliminary 
report for the year ended Dec. 31, 1916, 
shows profits equivalent to 21% on the stock. 
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Seven Oils 


J. B. K., Calumet, Mich.—Standard Oil of 
Ohio is undoubtedly one of the best of the 
smaller Standard Oil companies and its busi- 
ness should continue to grow. In view, how- 
ever, of the great recent advance in the stock 
and the fact that this company will not be 
in a position to benefit as directly from the 
opening of the foreign markets at the close 
of the war as will such companies as Standard 
Oil of New York and Standard Oil of New 
Jersey and Standard Oil of California, we 
believe that it would be to your advantage to 
buy one of the latter. Standard Oil of New 
York and Standard Oil of New Jersey par- 
ticularly have not had the advances which 
they are entitled to, in our judgment. 

Anglo-American Oil is profiting immensely 
from the war, although British taxation has 
cut down these extra profits materially. If 
the Anglo-American Oil Company loses its 
war business, and has to fall back on the do- 
mestic demand, it may not for some time be 
able to operate on the basis that it did just 
prior to the war, because of the contraction 
in business and forced economy which is 
likely to be seen in Great Britain. The com- 
pany operates exclusively in the British Isles. 

Wayland Oil & Gas has been a disappoint- 
ment. The company has failed to demon- 
strate that the claims as to the great value 
of its oil properties and its earning power arc 
justifiable. We do not favor the stock and 
suggest that you close it out at once. 7 

Federal Oil has had a big advance and is 
not attractive at this price, in our estimation. 
In reference to a company of this kind, it 
should be borne in mind that it is now deriv- 
ing its earnings from new oil production in 
a new oil field, that is the Irvine-Kentucky 
field, where its production is what may be 
termed “flush production” and its aggregate 
output of oil may be materially reduced when 
these new wells get down to a basis of settled 
production. fate 

Sequoyah Oil & Refining is in much the 
same position as Federal Oil and we do not 
regard the stock as particularly attractive. 

Pierce Oil’s affairs are involved and in view 
of the poor past record of the company and 
ihe probability that dividends on the stock 
ire remote even under the most favorable cir- 

imstances, we believe the stock is selling 
ita very liberal valuation. 


Osage Hominy 


R. S. M., Brooklyn, N. Y.—Osage-Hominy 
Oil was formed by the Oklahoma Producing 
& Refining Co. to operate its half interest in 
the Osage-Hominy lease, of which the Sinclair 
Oil & Refining Co. owns the other half. The 
price paid by the Oklahoma Co. is said to have 
heen more than $6,000,000. The company is 
capitalized for $5,000,000, represented by 1,- 
000,000 shares of par value $5, of which the 
Oklahoma Producing & Refining owns 51% 


and the balance was underwritten by a syn- 
dicate of bankers. 

A new pipe line is being built into the field 
and will furnish an outlet, together with pipe 
lines already constructed, of about 20,000 bar- 
rels a day. At present the company is pro- 
ducing about 6,000 barrels a day. We regard 
this stock as speculative, as a great deal de- 
pends on how the production of oil holds up 
or is increased. We are inclined to the 
opinion that it is very liberally capitalized 
and we would suggest that anyone purchasing 
or holding this stock as an investment bear 
this in mind and recognize that they are 
taking considerable of a risk. 

Of course, such propositions as these may 
turn out very fortunately and in that event 
a stockholder should receive handsome divi- 
dends. On the other hand, if anything hap- 
pens to mar the present favorable conditions 
in the oil industry, such companies as this 
might be left in the lurch. 


Midwest Oil 
C. B. K., Washington, D. C—Cosden & 
Company is one of the most substantial 
of the new independent Oklahoma oil com- 
panies. It is under very able management 
and its financial position is strong, due to 
their conservative policy. We believe the 
stock has very good prospects and, while we 
should hardly care to recommend it as an 
out and out investment, we consider it a 

good speculative investment. 


Mexican Petroleum 


M. K. R. New York City—Mexican Pe- 
troleum contains a more considerable element 
of risk at its present price than does Texas 
Co. There is a great difference between the 
2 companies however, and the stocks must be 
viewed from entirely different angles. In the 
next 5 years, Mexican Petroleum Co., if 
bought at 95, might prove to be more profit- 
able than Texas Co., purchased at 236. The 
former company has what are considered 
immensely valuable oil holdings, and it is be- 
lieved that their potential production is great 
enough to enable the company to show enor- 
mous earning power for the stock, if the prop- 
erties can be properly developed. There will, 
undoubtedly, be an increased demand for fuel 
oil, and there is no question but that the Mex- 
ican Petroleum Co. can market its oil profit- 
ably, if it can get it out of the ground and 
transport it. It is confronted, however, with 
the possibility of continued political upheavals 
in Mexico, and until affairs are straightened 
out in that country, there is no assurance that 
it will be able to go ahead on a scale that 
will consistently develop its earning power. 
On the other hand, the Texas Co. should go 
on progressing. Its position is not nearly as 
speculative as Mexican Petroleum, because it 
controls refineries and distributing agencies 
everywhere and is not dependent on one 
source of revenue. We should, therefore, 
prefer to buy Texas Co. 
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“Peace” Unlisted Securities 


Some Issues Which Should Continue to Prosper, War or No 
War—tTheir Investment Qualifications 





By T. B. LYON 





66 HETHER we look or whether 
we listen” it seems impos- 
sible to find anything but 

prophesies of ill omen for the post- 

war times, so assuming that Mr. G. B. 

Shaw was correct when he wrote, “the 

majority is always wrong,” it should be 

interesting to interview the minority 
and get their side of the question. The 
minority is always worth while con- 
sidering seriously for in order to dis- 
agree with a prevalent idea it usually 
requires some degree of thought, while 
on the other hand to agree with the 
majority only necessitates a semblance 
of intellect. The pessimists seem to 


generally believe that our previous 


set-backs in the market will be trifling 
when compared to the terrible land- 
slide which is scheduled to follow close 
on the heels of an actual declaration 
of peace, the velocity of this landslide 
to be in proportion with the sudden- 
ness with which peace is declared. 
Furthermore, as if this was not quite 
enough, competition and other terrify- 
ing factors will re-establish numerous 
bread lines and everyone will have to 
live indefinitely on what they have ac- 
cumulated in the past year or two. 
Minority Viewpoint 

The minority, however, is equally 
confident that these declines in the 
market should be interpreted to mean 
that peace has been discounted and 
though prices may go a little lower, 
they should gradually recover and in 
the course of six to twelve months re- 
solve into a bull market. This impres- 
sion is based partly on two essential 
facts, (1) In the history of the world, 
every war is followed by prosperity 
for a time at least. (2) This nation 
has safe in captivity the mortal enemy 
of bad times—credit, and it should 
take several very clever European 


Statesmen to impair our credit much. 

The Hadfield incident inspired sev- 
eral: editorial writers to point this out 
as damning evidence as an example of 
what English competition will be. But 
they neglected to allow for the ex- 
tremely cheap and patriotic labor now 
employed in English munition factor- 
ies. Many women are said to be work- 
ing in these shops. Also is it not true 
that all foreign industries will be heav- 
ily taxed by the various governments 
after the war? 

It would be very safe to state that 
over half of the companies whose 
stocks are listed on the New York 
Stock Exchange have profited directly 
or indirectly from the war. Even the 
remaining ones are invariably affected 
unfavorably in sympathy with the war 
brides and their followers. But in the 
unlisted security field will be found a 
host of real home industries which 
have never suffered from foreign com- 
petition and others which will after the 
war be able to resume exporting their 
commodities, thereby benefiting. 


Better Unlisted Securities 


_The better class of unlisted securi- 
ties have not reflected the recent de- 
clines in the listed stock market. At 
the opening of the war conservative 
policies were inaugurated by many di- 
rectorates of unlisted security compa- 
nies and in many cases the dividend on 
the common stocks was omitted or re- 
duced. Owing to general prosperity 
and to conservative management these 
companies have profited but those who 
should have been interested in legiti- 
mate investment opportunities seemed 
to have been completely fascinated by 
the purely speculative issues. In the 
past few months these speculative is- 
sues have proven that they were well 
named, so the attractive and desirable 
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investment issues will evidently have 
to wait for the financial recovery of 
their prospective purchasers. 

One company which did not declare 
any dividend on its common in 1915 re- 
cently made public its earning state- 
ment for 1916. These earnings proved 
to be the largest in the history of the 
company and although a small dividend 
was declared in 1916, the company 
would be entirely justified in placing 
the common on its former basis of 10 
per cent. Its present selling price seems 
to quite ignore these large earnings 
and the prospect of further dividends. 
This company could never have for- 
eign competition and has in no way 
participated in war profits. 

Of course there are unlisted com- 


cent. dividends and it is quite natural 
to expect additional dividends. A com- 
petitor of the company paid 75 per 
cent. on its common last year. 


Safety and Yield 


Without regard or consideration for 
the hard times which the pessimists 
are anticipating, there can be secured 
now unlisted securities which fulfill the 
requirements of the two classes of ex- 
acting investors. (1) Those who wish 
as high a yield as is consistent with a 
high degree of safety and (2) Those 
who desire a safe security which has a 
reasonable possibility of enhancement 
in value. It is not necessary in order 
to obtain these qualifications to seek 








SOME ATTRACTIVE “PEACE” UNLISTED SECURITIES 
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American Typefounders Pfd 
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panies which have been rehabilitated 
throughout by the war. There is one 
rather noteworthy example of this. 
The first preferred stock has accumu- 
lated a number of back dividends and 
the profits derived from war business 
were directly responsible for the pay- 
ment of these dividends in full with a 
reinstatement of the regular 7 per 
cent. dividend. This company’s earn- 
ings for the year of 1916 after deduct- 
ing bond charges, were equivalent to 
24 times this first preferred dividend— 
a most unusual situation. 

Another peace company whose 
stocks are unlisted although its export 
business was cut to a minimum, 
showed about a 100 per cent. increase 
in 1916 over 1915. Approximately 70 
per cent. was earned on both the entire 
outstanding common and preferred 
stocks, which are now receiving 7 per 


out new and untried companies, for 
there are a sufficient number of well- 
known and long established industries 
which can show earnings over a long 
period of years. Results after all are 
what count—not the guess work or es- 
timation of super-enthusiasts—guessing 
is sO unsatisfactory and so often 
wrong. 

Let it be remembered that among 
the standard American unlisted securi- 
ties there can be found issues which do 
business whether there is war or peace 
and which although at present are 
making a very good showing, will, 
after peace terms are settled, show 
stable and steady increasing earning 
statements. 

Above are given a few well-known 
industrials and their approximate 
prices before the war in December, 
1913, and in December, 1916. 











Unlisted Sécurities Notes 





Aetna Explosives obtained an injunction 
from the Supreme Court restraining Edgar 
W. Bassick of New York and others from 
disposing of certain promissory notes and 
transferring certain stocks pending the trial 
of a suit brought by the explosives concern. 

It is reported that Bassic was mentioned in 
connection with commission said to have been 
paid in connection with munitions contracts 
out of which grew charges against Sir Sam 
Hughes, former Minister of Militia in Canada. 

The consolidated balance sheet of the Aetna 
Explosives Co. for the period ended Novem- 
ber 3, 1916, shows total assets of approximately 
$32,000,000 and current assets of $11,800, 
Current liabilities, exclusive of advances on 
contracts are about $5,600,000, while the profit 
and loss account shows a balance of $1,760,000. 
Figures indicate total earnings equal to $9.27 
a share on the common stock before reserves 
had been accounted for and approximately 
$2.50 after provision had been made for the 
amortization of the munitions plants. It is 
said that the munitions plants have cost the 
company greatly in excess of estimated ex- 
penditures and earnings have not been suff- 
cient to amortize the purely war-time proper- 
ties of the company. There is pending against 
the company a claim through one of its sub- 
sidiaries aggregating approximately $2,100,000 
for which no provision in the company’s fin- 
ancial affairs has been made. The preferred 
dividend of 14% was passed on Jan. 15, 1916. 


Central Aguirre Sugar Co. began grinding 
cane on the 15th of December and reports 
that the mills had a very successful run. Last 
year the grinding began on the 10th of De- 
cember. First shipment of sugar may be made 
the last of this month. The company raises 
about two-thirds of its cane and buys the 
other third. The production of 39,690 tons of 
sugar for last year will probably be exceeded 
this year. There is plenty of labor and the 
government reservoirs are full of water. 


Central Foundry.—Atra special meeting, 
the stockholders of the Central Foundry Co. 
authorized -the creation of $600,000 new first 
preferred 8% cumulative stock. Of the new 
stock $574,000 will be issued to stockholders 
at par with accrued dividends from January 1, 
1917, on the basis of seven shares of new 
stock for each 100 shares of common or pre- 
ferred now owned. Stockholders of record 
January 19-will have the right to subscribe 
with payment to be made on or before Feb- 
ruary 3. Money accruing from sale of new 
stock will be used to pay off $525,000 notes 
maturing April 15 next and bank loans of 
about 000. - 


Childs Co.—The annual report for the 
year ended November 30 shows total surplus of 
tee as compared with $489,134 for 1915. 

ividends paid in 1916 were $467,087 com- 
pared with $307,090 in 1915. 


Carbon Steel Co.—Stockholders at a spe- 
cial meeting January. 15 considered plan for 


transferring all assets and business to a cor 
poration of the same name organized under 
the laws of Pennsylvania. The company does 
business under West Virginia charter. As 
the company is operated, common stockholders 
cannot receive a dividend until 8% per annum 
on first preferred and 6% on the second pre 
ferred have been paid. As it did not began 
dividends until last fall, there cannot be 
any dividend on common until after Septem- 
ber 30 of 1917 although the company has 
earned sufficient to do so. Under the pro 
posed change, President McKnight says there 
will be issued 7% non-cumulative preferred 
stock to holders of the first and second pre- 
ferred shares in such ratios as will give the 
present preferred stockholderers at least the 
same return in dividends to which they are 
now entitled. The common stock will be dis- 
tributed share for share. The stock will be 
listed on the New York Stock Exchange. 

The new plan has been submitted by cir- 
cular letter to the stockholders and reports 
are expected by Jan. 29. If 95% approve, 
the plan may go into effect. 


Cramp Shipbuilding Co.—President Henry 

S. Grove said that his formal resignation had 
not been presented to the board. The resig- 
nations of F. L. Hine and Albert Strauss, 
directors, were accepted. 
‘ New York interests are said to have bought 
substantial amounts of the stock of the com- 
pany and are favoring an amicable agreement 
as to the appointment of the two directors 
who resigned. The new interests are said to 
be in favor of expansion. 


Great Atlantic & Pacific Tea Company.— 
Sales for the first ten months of the fiscal 
year, ending December 30, 1916, were $58,- 
683,444 EF en ag ae for the correspond- 
ing perio , an 0 
opin increase of $22,818,808 or 


Inland Steel Co. of Illinois will be reor- 
a ge as " ge? “350 Co. of Delaware 
with capital stock o 000,000 of which 
$25,000,000 or 2% shares will be given in ex- 
change for $10,000,000 or 1 share of old stock; 
remainder $5,000,000 to be held for future 
Current year shows 100% earned on the old 
stock. New stock may go on 8% basis. 


Midvale Steel Co.—An initial quarterly 
dividend of $1.50 a share payable February | 
to stock of record Januaty 20 has been de- 
clared. Reports for the year are as follows: 

Istquar. 2 t 
Gross earn.$6,468,103 $8,548-393 $9.686 381 $13.48. 259 
Sub.co.chgs, 104,336 150,325 120,853 174,283 


Balance. . $6,363,767 $8,398,068 $9,515,668 $13,233,976 


Transue & Williams Corporation.—Report 
for the “omg are 31, 1916, showed 
gross sales of $6,149,690 and net earnings were 
$1,287,232, equal to $12.87 per share on the 
100,000 shares of stock outstanding. Gross 
ia were $3,841,321 and net earnings 
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TOPICS FOR TRADERS 





Influence of Price Movements 


How the Average Trader’s Judgment Is Affected by Observ- 
ing Current Price Changes 








LARGE percentage of those active- 

ly interested in the market make 

a practice of visiting brokerage 
offices where current quotations are on 
display either in the form of the familiar 
ticker service or posted on blackboards, 
or both. The great objection to this 
practice is that it is usually done with 
considerable irregularity. A trader will 
drop in for half an hour or so during the 
day, glance at the quotations, read the 
current news items, chat a few moments 
with the manager or the order clerk, 
exchange opinions with one or more 
acquaintances who happen to be pres- 
ent at the time, make a commitment or 
two on the basis of judgment arrived at 
through these peculiar processes, and 
go away, perhaps not to return again 
for several days. 

It is hardly necessary to give reason 
why such a popular practice is unwise 
and almost certain to result in continued 
losses if persisted in. It is a common 
contention that the public, as a rule, loses 
money in its market operations. If this 
is so, there must be a reason for it. One 
of the real reasons may be found in the 
practice above described. 


All Price Movement Related 


rhere is such a thing as continuity of 


market movement. Today’s quotations 
for a certain stock bear a definite rela- 
tion to the quotations of yesterday, last 
week, the previous month and so on 
back to the inception of the prevailing 
movement, and, in a broad sense, to all 
the movements that have gone before in 
the particular stock under consideration. 
Old high record prices, as well as low 
record prices, have their significance, 
not to the point wherein one is justi- 
fed in throwing hide-bound rules about 
them, perhaps, but such historic places 


By THOS. L. SEXSMITH 





in the price record of a stock occupy 
a position of importance to be seriously 
reckoned with in the consideration of 
any new price movement which may 
come in the future. A definite knowl- 
edge of the previous record of a stock 
is valuable to any one who aims to profit 
from its current fluctuations. 

In order to be able to understand and 
properly measure the significance of the 
daily fluctuations of a stock it is quite 
essential that the position of such move- 


ILLUSTRATION “A” 


ments be clearly defined in the trader’s 
mind in comparison with those of the 
previous movements in the same stock 
for a considerable period of time. A 
striking illustration of the importance of 
such knowledge is to be had in the fol- 
lowing example, which clearly shows the 
misleading tendency of a detached move- 
ment in a stock when considered apart 
from its relation to the recent record of 
the stock. The stock selected is Marine 
preferred. The range for the day pre- 
vious, as indicated on the broker’s board, 
was as follows: 
Opening. High. Low. Close. 
91 91% 89% 89% 

On the following oe the stock opened at 
9034 and advanced to 9134. At the lat- 
ter price Marine looked strong. The de- 
tail movement for the period described 
is here shown in graphic “A.” The im- 
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pression which the movement would 
probably give to the casual observer 
would be rather bullish. He would be 
encouraged to buy the stock as it gave 
promise of further advance. 

The great importance of a full knowl- 
edge of the recent action of a stock 
is best shown by entering this fractionat 
movement in a continuous graphic, “B,” 
showing the price Variations of Marine 
for several days. 

It will be noted that the movement, 
which, considered independently, gave 
the impression of being the beginning of 
a considerable advance, was in reality 
somewhat less than the usual half-way 
rally after a decline of more than four 
points. An experienced trader, knowing 
the complete current behavior of the 
stock, would be inclined to sell it short 
on the rally with a stop very little above 
the half-way point, rather than to buy 
it, and the percentage of chance on such 
a sale would be somewhat in his favor 


and against that of a buyer at the same 
price. 

But the practice of giving constant 
attention to the daily market fluctua- 
tions is not without its serious draw- 


backs. The essential thing is to keep 
clearly in mind a sense of proper pro- 
portions. The myriad of small frac- 
tional fluctuations constantly being reg- 
istered are bound to induce confusion 
of mind. If the attempt is made to too 
minutely analyze them it tends to de- 
stroy the observer’s perspective. 


Past Turning Points Important 


The best corrective measure and in- 
surance against this undesirable mental 
condition is a frequent review of recent 
important turning points. The best pos- 
sible indicator of future market move- 
ment is the background built up by past 
market action. A long drawn-out and 
extensive distribution period furnishes 
the background for a declining market. 
Likewise, a long time spent in compara- 
tive inactivity, accompanied by indiffer- 
ent price movement, is quite certain to 
offer a background or foundation for an 
important upward movement. These 
landmarks in the market highway must 


never be lost sight of, and a thorough 
knowledge of them will be quite sure to 
prove an effectual check against the com- 
mon tendency to attach too great an im- 
portance to current price maneuvers. 
Another drawback to the practice of 
“close-up” viewing of the market is that 
it develops a tendency toward scalping 
operations. It may not be correct to 
make the statement that scalping for 
fractional profits cannot be successfully 
carried on by the office trader who,. in 
his operations, is handicapped by the 
known percentage against him of the 


ILLUSTRATION “B” 


conimission and interest charges and the 
“invisible eight,” but the number of 
those who make a success of such opera- 
tions is very small indeed in proportion 
to the number who make the attempt. 
Scalping for fractional profits is essen- 
tially the business of the floor trader 
who enjoys the great advantage of hav- 
ing no commissions to pay other than 
nominal clearance charges and taxes. 
The ordinary speculator or office trader 
must aim for larger profits than those 
which satisfy the scalper. 

The close watching of fractional price 
changes has a tendency also to minimize 
the importance, in the trader’s mind, of 
the larger price movements. In a com- 
paratively dull market prices creep up 
so gradually that the observer, once he 
compares current prices with those of a 
few days previous, will be surprised to 
note that an advance of several points 
has occurred. The move had progressed 
in so gradual a manner, and was accom- 
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panied by so little display, that its ex- 
tent was not realized until brought to 
notice by a specific comparison. 

One readily becomes accustomed to 
those things daily observed. In the 
same way, a trader becomes used to cer- 
tain price levels, and unconsciously sets 
up in his own mind a degree of perma- 
nency for such levels which may prove 
highly misleading. Traders should avoid 
allowing themselves to get into such 
mental ruts or grooves of thought, be- 
cause in the market there is no such 
thing as price permanency. The only 
permanent thing there, as elsewhere, is 
change. Prices may not stand still— 
they must either advance or decline. 
Whenever they give the appearance of 
remaining stationary, be on the lookout 
for coming change. And the longer the 
period of apparent inactivity, the longer 
and more violent will be the eventual 
price movement out of the period of 
dullness. 


“At the Market” Orders Best 


Watching the board or the ticker has 
another disadvantage, which can, how- 
ever, be overcome readily enough once 
its handicapping influence is understood. 
I refer to the practice of arbitrarily fix- 
ing buying prices at fractional figures. 


In a quiet market a certain stock ad- 
vances a half point or so and the casual 
observer, watching the stock, comes to 
the conclusion that he will buy it, hav- 
ing heard something favorable about its 
market prospects, but decides that he 
will wait for a reaction upon which to 
buy. It continues on up a point higher 
and he determines then to buy it on the 
next fractional reaction. It reacts three- 
eighths of a point and he steps over to 
the order window and places an order 
one-fourth of a point below the last 
quotation. The stock hesitates a mo- 
ment or so, repeating several times at 
the same fraction, reacts an eighth and 
immediately starts up again, and the buy- 
ing order remains unfilled. The intend- 
ing buyer has missed his trade and he 
must now remain out or pay at least a 
point more than he could have purchased 
his stock for had he given a market 
order at the moment he reached the con- 
clusion that the stock was a purchase. 
There is an important lesson in this 
which cannot be over-emphasized. If a 
stock is a purchase at all it is certainly 
a purchase at the prevailing quotation. 
In the end, nothing is to be gained by 
waiting for a fixed figure to be reached, 
and the danger of losing an advantage- 


- ous trade is eliminated by the use of 


an “at the market” order. 








Steel and Peace 


There is one industry at least, it is quite generally agreed, which a cessa- 
tion of hostilities in Europe cannot affect in the next two years or so if indeed 
at all. That is the steel industry. Steel companies which recently closed con- 
tracts for 2,000,000 shell billets and rounds for the Allies, for delivery in the 
second half of 1917, furnish a case in point. These contracts are said to be 
uncancellable, and to contain conversion clauses that in the event the pur- 
chaser should not want delivery of the shell steel they may specify commercial 
products of the same tonnage to fill the contracts. The contracts even specify 
the prices for the products that may be substituted for the shell steel, and the 
profits thus assured are as large or larger than the profits likely to accrue from 
the shell steel. A still more striking case in point perhaps is the unprecedented 
number of unfilled orders on the books of the United States Steel Company, 
totalling an excess of 11,000,000 tons as of December 1. It is calculated that 
aay om ne will keep the Steel company busy for two years to come.—New 

ork Sun. 

















Thoughts On the Stop Order 


Why and How It Should Be Used—The Professional! 
Trader Versus the Tyro—Stops Only Useful When 
Backed by Mature Experience and Judgment—Their 
Proper Function 





By IRWIN PLEDGER 





HE question of stop orders is prob- 
ably the most difficult of all those 
to be overcome by the speculator. 

It is a problem that each trader must 
solve for himself, and it must be done 
gradually, as experience accumulates. 

The beginner scorns' the stop order, 
while the seasoned trader refuses to go 
out to lunch without placing a stop on 
his commitment. More than that, it is 
said that a simon pure speculator of the 
in and out variety does not like to leave 
a trade open over night, even with a stop 
order on it, for he does not know what 
may happen in the interim, and his stop 
may be ineffective at the opening next 
morning. 

This is significant, this difference in 
attitude between the emerald green be- 
ginner and the battle scarred veteran of 
thirty years’ experience. The new 
trader, by his neglect of precaution 
against loss, would seem to be very sure 
of his ground, confident of the correct- 
ness of his judgment, whereas the old 
speculator, who perhaps traded in the 
same stock before the cock-sure young 
trader was born, of course thinks the 
stock is going his way if he is in it, other- 
wise he would not be long or short of it, 
but it is worthy of note that he is un- 
willing to risk more than a couple of 
points that he is right. Herein may lie 
the principal reason why the public al- 
ways loses, while the professionals of 
Wall Street seem to get along some way 
or other, their results ranging all the 
way from making a living without doing 
economically productive work, to piling 
up colossal fortunes. 

In parenthetical explanation of terms, 
it may not be amiss to mention that a 
professional trader is a man who devotes 
all his time to stock trading ; he has been 


‘deal, or turn of the wheel. 


in the business probably not less than 
twenty years, and his principal care is to 
do, at critical moments, the opposite of 
what the public does. The public always 
loses, while the professional must make 
money or quit, so he acts contrary to the 
public, thereby attaining success. The 
tyro, beginner, or novice, is one who has 
been trading less than five years, and is 
therefore still in the experimental, les- 
son-learning stage, trying various 
schemes, methods and policies of trad- 
ing. 
More Than Two Sides 

There are more than two sides to the 
stop order question. A man may reason 
thus: “If I am playing roulette and | 
put one hundred dollars on red, and the 
wheel goes against me, I lose that hun- 
dred dollars forever, with no hope of re 
covering my money on that particular 
It is gone 
beyond recovery, and a new wager will 
be a separate, unrelated deal. But if a 
stock has been fluctuating between 80 
and 83, and I buy some of it at 81%, 
and the wheel of fortune goes against 
me, I do not need to accept the loss, but 
can wait until the wheel turns again, and 
yet again, and with so many turns of the 
wheel I can at my leisure choose a time 
for closing out. I have more than a 
good chance to get out not only without 
a loss, but with a profit, for the stock in 
its fluctuations above and below 81% has 
afforded me such opportunities, whil 
not forcing me to take any loss. In the 
case of the roulette wheel I had 50 
chances to lose out of 100, with 50 
chances of winning; but in buying this 
stock I have many more chances of win 
ing than of losing, for the reason that 
when the stock goes against me I refuse 
to take the loss, while there is nothing to 
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prevent me taking my profit when it goes 
my way. 

“Why, therefore, should I place a stop 
order at, say, 80 on my purchase at 
81%? If there is a dip to that price, | 
am ejected from my position, thus mak- 
ing the deal a pure gamble from its in- 
ception, for at the beginning there were 
even chances of the stock going either up 
or down after making my purchase.” 


A Popular Fallacy 


This reasoning is sound in a way, 
sound enough to have, in various guises, 
lead many people to utter ruin. The first 
answer is that, while it is a fact that he 
does not accept his loss when the market 
goes against him, neither does he always 
take his profit when the market goes his 
way a point or two. He wishes for more 
profits than have yet appeared, and the 
wish goes right up from his heart to his 
mental department and ends in convinc- 
ing him that the stock is in for a big rise. 
In all the walks of life wishes are fathers 
to thoughts, but in Wall Street they do 
more than become fathers—they trans- 
form themselves into profound beliefs. 
Whoever is so constituted as to be able 
to keep his desires a million miles away 
irom his judgments and opinions has 
some chance of success as a stock trader. 
Those who cannot do this will perhaps 
last longer if they make use of the stop 
loss order. 

\nother consideration is that, al- 
though the stock for a long time may 
have been working between 80 and 83, 
there is no way of knowing that it will 
not immediately drop down to 20 or go 
soaring up to 150. Acquaintance with 
the stock market, or an examination into 
its history, will show that such things 
happen very frequently indeed. Here 
comes to light the lack of consistency 
shown by the new trader. His choice 
of a stock and the basis on which he 
presumably was working indicated that 
he was playing for small profits, but he 
takes no precaution against a loss twen- 
ty times greater than the expected profit. 


Stop-Order Losses 


The stop loss order causes a great deal 
of suffering, anguish and gnashing of 


teeth. If a trader has again and again 


been severely punished, he decides in 
favor of the stop, swearing he will never 
put in an order without this precaution, 
or insurance, against severe loss. But 
his tribulations are not yet over with, 
for his education is not completed. At 
the end of the month he ruefully 
examines the statement his broker has 
sent him, and on analyzing his losses, 
finds that they are one and all due to 
the stop loss order. “Yes, in every case 
where he got stopped out he would have 
come out all right if he had maintained 
his position. He did not need to take 
those losses at all—he should have held 
on and not run like a cowardly hen. 
How could he have expected the stock 
to go his way immediately without going 
against him just a little?” 

He becomes lax again, and cannot 
bring himself to put in a stop order, feel- 
ing sure that the only result will be to 
make him lose a couple of points and 
commission. So he omits the stop, and 
more than likely falls into a ten or fifteen 
point loss just to celebrate his departure 
from a good rule. 


Courage Plus Capital Needed 


Such experiences are sufficient to run 
many an ambitious youth out of Wall 
Street, never, perhaps, to return, but no 
one mourns his departure, for there is 
a fresh crop of aspirants born every 
year. But if he has sufficient sand (and 
income) to remain at the game, he will 
sooner or later make the discovery that 
no success in Wall Street is possible 
without knowledge, and this word em- 
braces, amongst other things, judgment, 
decision, self-reliance, courage, nerve, 
etc., for a full complement of knowledge 
gives the speculator all these qualities. 
Sufficient knowledge would enable him 
to form accurate judgments, would cause 
him to arrive at decisions, would make 
him rely upon his own judgment rather 
than upon that of tipsters and people 
with axes to grind, and it should also 
provide him with nerve, though this is 
open to debate. If his knowledge were 
complete enough to show him there is 
no danger other than the ordinary risk, 
he should have sufficient of the extreme- 
ly important quality called “nerve” to 
work on his own convictions. 
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The secret of success in speculation, 
then, is knowledge, knowledge on the 
one hand of so many things that it would 
be useless to try to enumerate them 
herein, and on the other hand, knowl- 
edge of such a profound nature that it 
fades into and becomes intuition, second 
nature, etc. 

Returning to the stop order; it does 
seem to be a waste of money when the 
tyro puts a close stop order on his com- 
mitment. For when this is done with- 
out due knowledge and judgment, the 
chances are eight out of ten that his 
stop will get caught. Any active stock 
is as likely to advance two points as 
it is te drop two points, and it may be, 
and probably is, going in the undesired 
direction at the very moment when the 
tyro places his stop, thus making it 
more or less certain that it will get 
caught. The beginner thinks it is “scien- 
tific speculation” to buy on a break; so 
he does that very thing and places his 
stop, say, two points under, only to find, 
later on, that he not only bought on a 
break but on an unfinished decline, his 
stop is caught, and he has practically 
thrown his money away, or expressed in 
another way, made a gift of it to some 
floor trader, or other professional, who 
went short on the decline, seeing no rea- 
son for pitting his strength against the 
prevailing trend. 


Experience Necessary 


Stop orders are, therefore, good and 
necessary things for those who know 
what they are doing. The placing of 
the stop order is, perhaps, of more im- 
portance than selecting the stock to trade 
in, or deciding whether to go long or 
short, though, as a matter of fact, all 
these things go arm in arm and are each 
a part of the unit of action which makes 
for succes. The professional trader 
makes his initial trade at the psycho- 
logical moment, i.e., at the right time, 
place, stock and price, all decided upon 
as the result of the dictum given by his 
crystalized experience in the stock mar- 
ket. If, after making his commitment, 
the price of the stock goes contrary to 
his expectations, he begins to suspect 
that, in this instance, his judgment was 


wrong, for he cannot expect to be right 
at all times. When the price, con- 
tinuing in the wrong direction, reaches 
a certain point, he decides he was wrong, 
and closes out the deal. He may have 
put the stop order in, or he may have 
simply borne in mind that such price 
was the limit of loss he was willing to 
take. 
Real Use of Stops 

That is the real use of the stop order 
—to close out a deal when the price 
reaches a figure that indicates the judg- 
ment was wrong, and it would seem in 
the nature of folly to place a stop with 
no better reason for so doing than to 
limit the loss. When a trader of un- 
developed judgment makes a trade and 
arbitrarily places a stop, say, two points 
away, with no other reason than a de- 
sire to limit his loss, he is making a 
mere gamble and might as well be play- 
ing the colors on a roulette table, for 
the stock is just as likely to go up two 
points as down. The professional gets 
himself stopped out at a price at which 
his opinion changes from bullish to 
bearish, or vice versa. The lamb trader, 
however, if he uses the stop, goes long 
and places his stop arbitrarily; if he 
gets stopped out, he is just as bullish 
as ever, and doubts the wisdom of hav- 
ing allowed himself to be shaken out of 
his stock. 

Bearing the foregoing in mind, it be- 
comes somewhat plainer why it is that 
all of us cannot go into the stock mar- 
ket, and by the simple process of “limit- 
ing our losses and letting our profits 
run” make a fortune or two and retire 
to live happily ever afterwards. 


Five Times Out of Ten 


It is true that if a trader can guess 
right five times out of ten, and limit his 
losses to a point or two every time he 
is wrong, he will make money. But as 
far as the one point up or down move- 
ment is concerned, it is doubtful if any- 
one can guess right that often, or even 
eight times out of ten. He might guess 
right five times out of ten that the stock 
is going up, but it may first dip far 
enough to catch his stop order, and then 
resume its upward movement, leaving 
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the trader poorer and perhaps wiser. 

The only thing to do is fall back on 
the dogma that knowledge is the pre- 
requisite in stock speculation. To make 
money we must be right, or, if wrong, 
close the commitment when this _be- 
comes evident. It naturally follows that 
no commitment should be made where 
the trader would consider himself still 
right if the price went against him ten 
points. The trader selects a stock 
where two points would, in his judg- 
ment, warrant a change of opinion. It 
is evident that to be able to form such 
opiniens and judgments, one must have 
a thorough knowledge of everything 
that influences prices. 

The tyro, then, can choose for him- 
self whether he shall place a stop order 


amount of his margin to limit his loss, 
often a close enough stop order. The 
millionaire should limit his losses, be- 
cause he has something to lose as well 
as to gain; but the small fry traders, 
or at least, most of them, have practical- 
ly nothing to lose and all to gain, which, 
in a way, is an advantage. His losses 
are effectually limited by his thin purse. 
If he loses his working capital, he may 
enter the market again when he has 
accumulated another hundred or two, 
and so continue, hoping to be right five 
times out of any ten times he thus re- 
enters the market with a new margin. 
This method, while failing to appeal 
favorably to many people, is neverthe- 
less rather consistently followed by the 
great majority of Wall Street’s soldiers 
of fortune. 


with his broker, or merely allow the 








A Banking Curiosity 


Out of a musty recess in a vault scarred by the Chicago fire, the ancient 
documents of a mortgage were brought to light today. Figuratively, the mort- 
gage blinked and wondered after a sleep of fifty-eight years. And being still 
a live mortgage, it was due to receive a pleasant shock, for during the long years 
of hiding it has grown immensely wealthy. Its value has jumped, via the com- 
pound interest route, from $4,000 to $843,848.6114. 

The oid time loan, made on property in South Peoria street, south of West 
Monroe street, is still uncancelled, it is declared. A search through the county 
recorder’s files revealed no instrument or release to show it was ever canceled. 
The original mortgage was divided into four $1,000 mortgage bonds, bearing 
semi-annual interest payable in gold. 

To compute the interest at 7 per cent. required the efforts of an adding 
machine expert, and the total of interest already accrued is said to be eight 
times the value of the property on which the loan was made. 

An old patron of Greenebaum Sons’ Bank and Trust Company discovered 
the yellowed sheaf of documents in his vault. The bonds are now in the 
possession of Walter J. Greenebaum, cashier of the bank. 

Of interest to bankers and real estate men is the fact that the old instru- 
ment is made out in the exact form of present mortgage bonds of lesser de- 
nominations—a system of loans which has been considered new. The original 
loan was made by Andrew Akin and was recorded March 11, 1858. Interest 
was paid up to March 1, 1864, when the mortgage seems to have shuffled out 
of sight and memory of man. William L. Church was county clerk at the time 
it was filed. 

“The mortgage is a banking curiosity because of the fact that these are prob- 
ably the oldest first mortgage bonds on record in Chicago,” said Mr. Greene- 
baum today. “It would be useless for us to attempt to collect the interest on 
the loan, although the mortgage has never been canceled. The owners of the 
property will probably consent to let us keep it and we probably will have the 
mortgage and coupons mounted and donate them to the Chicago Historical 


Society.”—Chicago Daily News. 
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Successful Grain Operators 


Methods of Some of Those Who Have Made Fortunes in 
Grain Speculation—Why They Have Succeeded Where 
Others Failed—Suggestions for the Grain Trader 





By FRANCIS A. HOFFMAN 


EMPORARY success in the grain 
T markets may be attributed to 
luck, but continued success must 
have back of it good methods. Shrewd 
operators such as Patten, Cutten, Al- 
strin, Friedman, Schneider, Simons, 
Blum, Lowitz and Barrett are at the 
top of their profession through hard 
and careful study. They do not make 
commitments in a hit or miss manner. 
They owe success to their careful 
analysis of price-making factors. Cor- 
rect thinking reaps handsome returns. 
The chemist must interest capital be- 
fore receiving adequate remuneration 
for his discoveries. Barring a small 
commission the profit from a correct 
analysis of probable price movements 
goes directly to the grain operator. 


Supply and Demand 


No two men trade in grain in the same 
way yet all are governed by similar prin- 


ciples. It is conceded that in the long 
run commodity prices are governed by 
the law of supply and demand. There 
is no market which follows conditions 
so closely as grain markets. Careful 
study of statistics is bound to result in 
profit. The factor of demand is not 
hard to compute. We know just about 
how much England and the continent 
require. We need about 600,000,000 
bushels. In June the United States 
gave promise of a 700,000,000 bushel 
vield. Visible supply at that time was 
50,000,000 bushels, making a total of 
750,000,000 bushels to draw upon. 
After supplying our own needs we 





would have 150,000,000 bushels left for 
export. The year previous United 
States and Canada exported around 
240,000,000 bushels. We would be safe 
in saying that Europe would call for 
at least 150,000,000 bushels from us. 
This meant that the buyer of grains 
after a break had a percentage in his 
favor. Every news item since has 
been sensationally bullish. 1. Continued 
war. 2. Lowest condition in history 
of U. S. crop (condition of growing crop 
went under 50 per cent. on rust dam- 
age). 3. Practical failure of Argen- 
tine crop through locusts and drouth. 
4. Scarcity of ships, cutting off Aus- 
tralia and India. 5. Canadian rust 
damage. 6. General prosperity in 
U. S. causing good demand. 7. Influx 
of gold tending to create generally 
higher commodity prices. 8. High 
prices of hogs. 9. Peace prospect 
gives Germany chance to replenish 
granaries. 


On the Breaks 


To the observant trader such statis- 
tics may mean that wheat, corn and oats 
should be bought on every break. 
Looking back, wheat could have been 
bought on 10 and 15 cent set-backs 
and all such commitments would show 
normal profits when sold out on the 
subsequent recoveries. As a recent il- 
lustration many traders were shaken 
out of long wheat on the break caused 
by the Kaiser’s offer of peace. The 
careful investigator bought. On that 
break all the big men of the trade 
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sold out purchases made around $1.60 
on the subsequent move to $1.90. At 
the first inkling of war wheat started 
up from a low of 77% and was bought 
all the way up past 95. The subsequent 
break fooled many good traders and 
was caused in this manner. Upon 
Germany’s declaration of war foreign 
governments gave orders to the big 
cash grain houses like Armour, Nye- 
Jenks and Rosenbaum to buy enor- 
mous quantities of wheat. A few days 
later when it came time to pay for this 
wheat the foreign exchange facilities 
were in such a state of chaos that the 
Allies could not finance the transac- 
tions readily. We wanted gold. Not 
being able to pay for the grain on de- 
mand the export houses sold it out. 
When word came over the wire from 
New York that houses with foreign 
connections were selling wheat, the 
trade was seized with panic and the 
market broke very rapidly from the 
high of 97 down to 81. As the exchange 
and banking conditions righted them- 
selves wheat recovered and sold at 
$1.32 on the movement and later sold 
at $1.67 (May) in February. 

Since the war, even the most super- 
ficial observer could see that grains 
should be purchased on healthy breaks. 
Yet many went against their better 
judgment and took a continuous bear- 
ish attitude and attributed the large 
sums made by successful operators to 


LUCK. 


Successful Speculators 


Probably one of the most successful 


speculators is Arthur Cutten. Many 
say he is the greatest of all time. Per- 
haps others have made more money 
than Cutten (if so they will be hard to 
discover), but none use better judg- 
ment in handling transactions. Cutten’s 
method is an able exponent of the “Let 
your profits run” theory. He has been 
known to let a 15 cents a bushel profit 
in corn get away from him because he 
thought a 25 cents per bushel profit 
was warranted. Last year when wheat 
went to $1.38, May, Cutten was long a 
big line bought around and under $1.22. 
Some say the price of $1.38 showed 
him nearly $300,000 paper profit. He 


was holding for a $1.50 a bushel. At 
this time W. H. Alcock, who had been 
bullish around the $1.05 mark pointed 
out that the visible supply had in- 
creased in a greater ratio than war- 
ranted and got out of his line, advis- 
ing others to do likewise. Wheat de- 
clined and Cutten was forced to sell 
out his wheat with but a relatively 
small profit. What he would have made 
had wheat gone to $1.50 can be left to 
conjecture. 


James Patten 


The public mind has endowed James 
Patten with uncanny foresight, but the 
use of hard common sense, the same 
brand possessed by the average man, 
is largely responsible for his success. 
As pointed out in a preceding para- 
graph, grain prices are solely a matter 
of supply and demand which can be 
figured by simple arithmetic. Patten 
is a great believer in arithmetic. When 
he figures out what wheat ought to be 
he buys it and hangs on till he gets his 
price. In a Chicago paper he is quoted 
that wheat should sell at $2.50 a bushel. 
The writer believes that this is a con 
servative statement. That wheat did 
not hit the $2.50 mark soon after his 
statement must be attributed to tech- 
nical conditions. January and Febru- 
ary is the time for bullish wheat mar- 
kets. There is usually a good-sized de- 
cline in November and an easy tend- 
ency in March. April shows invariably 
higher prices. These upturns and de- 
clines are seasonal and have no bear- 
ing on the ultimate price. If grains 
are worth a good price they will sell 
at a good price. 

Big operators are often wrong. 
However, they do not stick to a bad 
commitment but will sell out when it 
goes against them. Patten, Cutten, 
and Armour cannot run the wheat pit. 
Their operations may affect prices for 
a few points, but unless their judg- 
ment is good they will lose money. 
Patten’s buying may put wheat up two 
cents, but when unloading his selling 
can send it down two cents. 


Cutting Short Losses 
The more skillful the operator, the 
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less willing he is to take a big loss. 
One of the most successful traders is 
George Hellman. He will send his 
brokers in to buy wheat after a reces- 
sion, but if his buying will not hold the 
market he sells out his purchases. He 
tests the market out in this manner 
for several days running and when the 
real bull market starts is always the 
owner of a good line of wheat. He 
takes generous profits. John Barrett 
and E. Lowitz are probably wrong in 
their judgment of the market as often 
as they are right. When wrong, how- 
ever, their wheat is dumped overboard 
in a hurry and they stand ready to pur- 
chase at a lower level. It is a pretty 
sight to watch Schneider selling Corn. 
He likes to play the bear side of the 
commodity market but is quick to 
cover short commitments when prices 
harden. If corn should ever break 20 
cents a bushel in a steady down mar- 
ket, Schneider could use a wheel-bar- 
row to carry off his profits. Friedman, 
in the wheat pit, has the “cutting 
losses short” method down to a sci- 
ence. It has been said that he never 
takes more than a quarter of a cent 
loss on any trade and lets profits run 
indefinitely. If bullish he will buy 
wheat every %-cent up with a quarter- 
cent stop on each trade. When wheat 
goes up 7 or 8 cents without many set- 
backs, Friedman cashes in handsomely. 

Joe Simons is well known as a big 
operator. He uses his judgment and is 
not inclined to stick to a bad trade. He 
is now a partner in the recently organ- 
ized firm of Simons-Day and has con- 
centrated his abilities on the stock and 





grain commission business exclusively. 
Frank Alstrin, a partner in the firm 
of Block, Maloney & Co., formerly 
Finley Barrell & Co., has less trouble 
in buying wheat than selling it. 

He believes that eventually we shall 
see very fancy prices on all grains. 

To summarize: Success in grain 
trading is dependent on 

1. Willingness to get out of a bad 
trade. 

2. Careful study of the situation. 

3. Strength of character to let a 
good commitment run into a substan- 
tial profit. 

The average man must use a stop or- 
der as the best insurance against loss. 
A good broker that keeps posted on 
food statistics and sends his custom- 
ers a daily letter is a necessity. Thus 
equipped, get out your pad and pencil 
and use your arithmetic. 

The time to buy grain is after a de- 
cline. This gives a percentage to the 
buyer. Natural food demand is enough 
to cause a good rally when futures are 
depressed. “The world must eat” is an 
axiom never to be forgotten when 
trading in grain. Success in grain in- 
vestment is not difficult and pays hand- 
somely. A cool head, courage and 
simple arithmetic show good results. 

The Chicago grain pit is the great- 
est in the world. Its members are re- 
sponsible and look after the interests 
of their customers carefully. It gives 
numerous opportunities for profit to 
the careful investor. But the greedy 
and those not satisfied with a fair re- 
turn are sure to come to grief. 











The Dress 


“Young men may enjoy dropping 


Suit Habit 


their work at 3 or 6 o’clock and slip- 


ping into a dress suit for an evening of pleasure, but the habit has certain 


drawbacks,” the writer asserts. 


“I happened to know several able-bodied gen 


tlemen who got it so completely that now they are spending all their time, days 
as well as evenings, in dress suits, serving food in fashionable restaurants to 
men who did not get the dress-suit habit until somewhat later in life. 


“I have yet to hear an instance where misfortune hit a man because he 


worked overtime.”—C. M. Schwab, in “Succeeding with What You Have.” 




















1916 Cotton Crops Worth $1,406,000,000 


Market Still 


Dominated by Political Fears and Bear 


Operators 


“By O. D. HAMMOND | 





MERICAN farm products for the 
A year 1916 attained a gross value 
of $13,499,000,000 according to a 
recent report of the Department of Agri- 
culture. These figures exceed the figures 
of 1915 by $2,674,000,000 and estab- 
lish a a new high record for all previous 
years. Crop production for the year was 
exceedingly low and did not reach the 
record figures except in a few minor in- 
stances. Accotding to the standards of 
other years the major crops for 1916 
were, generally speaking, “short crops.” 
It was high prices rather than large quan 
tities that sent the total values to such 
record heights. 

Crops were valued at $9,111,000,000 
and animal products $4,338,000,000. 
Crops alone were worth more in 1916 
than crops and animal products com- 
bined in any other year prior to 1912. 
Four crops in 1916 exceeded a billion 
dollars in value and of these cotton was 
second only to corn. The principal crops 
and their values were as follows: 

$2,296,000,000 
BD 62 dninee ih ohackegteetantud $1,406,000,000 
OE, .scadadusomatsctacradee taal $1,162,000,000 
Wheat $1,026,000,000 
APR a RRS. $656,000,000 


Potatoes 
Wood Products 


The level of prices paid to producers 
for the principal crops on Dec. 1, 1916, 
was 55.9 per cent higher than the vear 
previous, 52.9 per cent higher than two 
years before and 52.8 per cent higher 
than the average of the previous eight 
years on Dec. | 

Cern, the only farm product exceeding 
cotton in value, is grown in every State 
in the United States, while cotton is 
grown in appreciable quantities in only 
12 States. Corn is consumed almost en- 
tirely in this country and plays no large 
part in our export trade and, except as 
a food for animals exported in the form 


of meats and fats is almost entirely a 
product for local consumption. 

The cotton crop, with its seed and 
seed products, such as cottonseed oil, 
hulls, cake, and meal amounting to $1,- 
406,000,000 is the largest item of agricul- 
tural products on the export list. About 
60 per cent of this crop is expected to be 
exported to foreign countries and bring 
to the nation over eight hundred millions 
of foreign dollars. In peace times cotton 
has been the one export that has been re 
led upon to preserve the “balance of 
trade.” 

The cotton market continues to be 
dominated by political considerations, or 
rather political apprehensions, and by a 
certain group of plunging operators. To 
illustrate the extent of the influence of 
political apprehension on the cotton mar- 
ket it is only necessary to point out what 
happened on a single day recently. At 
10 o’clock in the morning the cotton mar- 
ket opened about three points below the 
previous close and hung around that 
level during the first hour of trading. 
Then the news came over the ticker that 
the President would address the Senate 
on a serious matter of international peace. 
Within a few minutes cotton was break- 
ing several points between sales and be- 
fore the President had begun to talk the 
market had declined precipitously 60 
points, or more than three dollars per 
bale. There was nothing in the Presi- 
dent’s address in any way calculated to 
injure cotton values. Our exports of 
cotton were jumping by leaps and bounds 
and the market was already five to seven 
dollars below the parity of Southern spot 
quotations, but the temper of the cotton 
traders was such that the mere fact of 
more politics being injected into the mar- 
ket started a general move of selling. 

The 25-cent bulls of December are now 
heavily committed to the short side and 
on every bit of news from Washington 
they throw thousands of bales into the 
ring. Meantime our exports are over 
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nine hundred thousand bales above last 
year and the export demand is limited 
only by the freight room available for 
exporting cotton. The South is unwill- 
ing to meet the declines in prices as 
made in the New York Cotton Exchange 
and with cotton selling now well below 
17 cents an advance of considerable pro- 
portions would seem not unlikely, espe- 
cially if no fresh political scares are in- 
jected into an already nervous market. 
In March the new crop preparations 
begin along the most southern boundaries 
of the cotton belt. From that point on 
the influence of the next year’s crop will 
be more and more a factor in the specu- 
lative market. There will be much talk 
of increased acreage and increased fer- 
tilizer on the one hand and of insufficient 
labor and the boll weevil on the other, 
until gradually the market will divorce 
itself from the remarkable statistical po- 
sition of exports and of home consump- 


tion and the present shortage of sup- 
plies, and look entirely to the new crop 
for its inspiration. The old arguments 
and the old economic market influences 
will give way gradually until by June a 
rain in Texas or a dry spell in Georgia 
will be of more immediate importance 
than a record breaking export or a phe- 
nomenal consumption report from the 
home mills as a price making factor. The 
cotton market is predicated upon future 
events rather than on present happen- 
ings and for these reasons the market 
will doubtless break away from the po- 
litical ferment of the present time. The 
new crop options calling for delivery 
next December and next January will 
soon become the active trading options, 
and the speculators will predicate their 
commitments on the situation as they 
think it will be a vear hence rather than 
as they know it to be at the present 
time. 








Decision Holds Sellers Liable If Stock Is Not Transferred 


The belief held by many persons that the brokers who sell the stocks are responsible 
for failure to see that the stocks are put in the names of the new owners on the transfer books 
is not sustained by a decision of the Appellate Division of the Supreme Court filed yesterday. 

By the ruling of the court, Edmund L. Mooney and Thomas Kelly must pay $1,100 and 
$1,500, respectively, to the Superintendent of Banks on behalf of the creditors of the Northern 
Bank, although they sold their stock on March 10 and March 16, 1910, when the bank was 
solvent. Their names still appeared on the bank’s transfer books on Dec. 27, 1910, when the 

tendent took possession of the institution. 

In their answer to the suit of Banking Superintendent Richards, the defendants, Mooney 
and Kelly, contended that the responsibility of disclosing the purchaser of their stock so Chat 
the name could be substituted for theirs on the stock book, rested with Tefft & Co., a Stock 
Exchange firm. The evidence before the court showed that Mr. Mooney, owner of 11 shares 
of Northern Bank stock, erdered the sale of the stock at auction through Adrian H. Muller 
& Son, and on March 10, Tefft & Co., through their cashier, attended the sale and bought the 
stock under instructions from James T. Wood, a customer, then a director of the Northern 
Bank. The same state of facts existed as to Kelly’s fifteen shares of the stock, both parcels 
being purchased at par, $100 a share, on behalf of Wood. 

brokers immediately parted with possession of the stock certificates, which had been 
endorsed in blank by the former owners. The certificates subsequently came into the posses 
sion of the Carnegie Trust Company as part of collateral for a loan to Joseph G. Robin, and 
was still held when the banking department took possession of the trust company. 

The Appellate Division, in an opinion written by Justice Dowling, in explaining why the 
Court oul not agree with the contention of Mooney and Kelly, asserted that there was no 
relationship between them and the brokers except that of seller and purchaser of the stock, 
and that plaintiffs were indifferent as to the identity of the real purchaser because they 
received cash for their stock. Justice Dowling quoted many American and English decisions 
in of the decision and, in concluding his opinion, said: 

weight of authority as well is in favor of the proposition that the purchaser of cer- 
tificates of stock indorsed for transfer in blank owes no special duty to the vendor to see that 
it is registered in his name or that of his subsequent vend The seller has made the situation 
possible by his delivery of stock indorsed in blank, and can cast no additional burden upon 
the buyer by so doing. It is as much the right and duty of the transferrer of shares of stock 
to procure the proper transfer to be made upon the books of the corporation as it is of the 
transferee.” 


Because of the importance of the question it will be carried to the Court of Appeals.— 
New York Times. 
































Extravagant Wheat Prices Unlikely ~ 





By P. S. KRECKER 





ITH the season well past the me- 
ridian the market still shows no 
indications of a sustained ad- 

vance and some doubts are arising in the 
minds of the trade whether the long 
predicted rise to $2.50 a bushel will be 
realized. To the writer these doubts 
appear to be justified. The ques- 
tion is not whether figures favor high 
prices—everybody must admit that they 
do—but whether the price of wheat, 
which also is admittedly high and has 
been high for months, does not pretty 
well discount the crop shortage. Some 
months ago attention was directed by the 
writer to the interesting fact that highest 
prices are usually reached early in short 
crop seasons and that subsequent ad- 
vances as a rule are merely in the nature 
of rallies after reactions, in the course 
of which the recovery may or may not 
extend to the maximum reached early in 
the season. Last November May wheat 
sold for $1.9534, which was the highest 
figure touched in the big bull campaign 
that carried prices up nearly a dollar a 
bushel. Following that big advance the 
market reacted 40 cents and then recov- 
ered. On this recovery May has sev- 
eral times rallied to $1.90 but has failed 
on each rally to touch the maximum 
figure of last November. 

The inference which it would be nat- 
ural to draw from this action of the 
market is that the rise to practically $2 
a bushel for May contracts discounted 
not merely the statistical position of 
wheat as it existed at the time that high 
price was made, but further discounted 
the progressively stronger statistical po- 
sition which trade authorities felt must 
develop as the season advanced. If this 
conclusion is correct—and it must be 
granted that it is reasonable—the further 
deduction mav be drawn that, if there 
should develop a fresh bull campaign, 
it would be based not on statistics of the 
old crop, but on damage to the new win- 
ter wheat crop. In other words, should 
it prove that winter wheat comes through 
the winter without suffering serious 
damage, there would be little chance of 


a bull campaign this spring, while should 
the plant prove to have sustained serious 
damage, it would be possible to build a 
new bull campaign on this foundation, 
reinforced as it would be by the known 
strong statistical position of the old crop. 
That this theory is present in the minds 
of some operators is suggested by the 
recent tendency of the May and the July 
prices to draw closer together. The May 
premium, which some weeeks ago was 
about 34 cents over July, has been shrink- 
ing steadily because of the relative 
strength of the July position. This calls 
attention to the condition of the new win- 
ter crop. The time is drawing near 
when crop scares will arise and there 
even have been claims at this early date 
of damage to the plant. It must be con- 
fessed by alarmists, however, that their 
fears so far are based merely on possi- 
bilities, and that there has been no actual 
damage. A large area of the belt has 
been amply protected against weather 
damage by a heavy covering of snow. 
This applies particularly to the region 
east of the Missouri River. What is de- 
scribed as the heaviest snow fall in 20 
years is reported over that territory com- 
prising the soft wheat states, and the 
best feature of this precipitation is that 
it immediately preceded freezing weath- 
er and therefore protected the plant from 
extreme cold. This snow has not only 
sheltered the plant from freezes, but as- 
sures the soil of ample moisture. The 
average fall was two to three inches, but 
some districts reported as much as 12 
and even 16 inches of snow. Snew also 
covers a considerable area of the belt 
west of the Missouri, but there are large 
areas comprising western Kansas and 
nearly half of Oklahoma and Nebraska 
which report conditions unfavorable 
owing to lack of snow and moisture. In 
the Southwest snow covers a large grain 
area in Texas. It is evidently in western 
Nebraska, Kansas and Oklahoma that 
conditions must be watched closely for 
the next two months. Alternate freezes 
and thaws could do much damage in this 
important section of the winter belt. 
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Statistically the position of wheat is 
not as strong as it was supposed to be. 
The Canadian Government has just is- 
sued upward revisions of both the 1915 
and 1916 crops, which add 112,000,000 
bushels to the Canadian surplus. It will 
be recalled that the U. S. Government 
‘recently increased its 1916 crop estimate 
by 32,000,000 bushels. Thus the total 
North American surplus proves 144,- 
000,000 bushels larger than was sup- 
posed. Cash premiums remain strong. 
Private estimates of farm reserves indi- 
cate that they are the smallest in years, 
but on this point experts differ widely. 
One authority estimates farm stocks of 
wheat at 251,000,000 bushels as of Jan. 1, 
against 525,000,000 a year ago. Esti- 
mates of wheat left for carry-over and 
export after that date range from 74,- 
000,000 to 100,000,000 bushels. A few 
bushels either way will make little dif- 
ference. While statisticians are fig- 
uring on how Europe can secure all it 
needs out of the small American stocks, 
it is interesting to note that the move- 
ment of wheat from India is going on at 
a greatly accelerated rate in spite of con- 
gestion of shipping. India shipped in 
one week the past month 676,000 bushels 
of wheat against only 24,000 bushels for 
the corresponding week of last year. If 
that rate of gain is maintained it is easily 
foreseen that Europe will import a great 
deal more wheat from Inuia in the next 
few months than it did in 1916. In this 
connection the news that Great Britain 
has commandeered the merchant fleet of 
Greece is illuminating. Such a step will 
alleviate the acute shortage of ships and 
may enable the British Government ‘to 
carry out its plans for supplying food- 
stufts without advancing prices to im- 
possible heights. Exports of wheat from 
Australia also are running ahead of those 
of the preceding year, but it is too early 


THE MAGAZINE OF WALL STREET 


to come to any conclusions as to the 
degree to which the shipping problem is 
being met. 

When considering the export situa- 
tion, traders should not forget the steps 
taken in all importing countries to re- 
duce consumption of wheat. It is quite 
possible that Europe will consume less 
wheat this season than last in spite of the 
known decrease in its own production, 
London cables report that Baron Daven- 
port, the food controller of Great Brit- 
ain, has issued further orders designed 
to check waste of foodstuffs. Beginning 
with Feb. 1, the feeding of wheat to 
animals is prohibited. Millers are re- 
quired to extract 81 per cent flour from 
wheat either by further milling of wheat 
or by addition of flour derived from bar- 
ley, maize, rice or oats. It perhaps has 
escaped notice that Europe is consuming 
a great deal more corn this season than 
either of the two preceding seasons. Ac- 
cording to Bradstreet’s, exports of corn 
from the United States from July 1 to 
Jan. 18 were 26,529,000 bushels, com- 
pared with 8,254,000 bushels for the cor- 
responding period of 1915-1916 and with 
9,525,000 for the corresponding period 
two years ago. This is an increase over 
last season of 200 per cent. With Eu- 
rope importing three times as much corn 
as it did last season, it is evident that 
this cheaper cereal is being substituted 
for the more expensive wheat. At the 
rate exports have been moving recently, 
it is probable that the total takings of 
corn by Europe this season will be much 
more than three times those of last sea- 
son by the end of the crop year. 

It is officially stated that the wheat 
acreage of India this year is 30,924,000, 
compared with 28,200,000 acres the pre- 
vious year. This is an increase of ap- 
proximately 10 per cent. European acre- 
ages show general decreases and crop 
conditions aré rather unfavorable. 





---s SEARCHING 


FOR BRAINS ed 


“Captains of industry are not hunting money. America is heavy with it. They are seek- 


ing brains— specialized brains—and faithful, loyal service. 


plans of those who furnish capital. 


Brains are needed to carry out the 


“The chap who goes to college only because it suits his parents to send him, and who 
drifts dreamily through his classes, gets a disagreeable jolt when he lands a job outside with 
a salary attached to it. Furthermore, if the college man thinks that his education gives him 4 
higher social status, he is riding for a fall.”—C. M. Schwab in “Succeeding with What You Have. 
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